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THE OUTLOOK 


The Loan Campaign—Possible Results of the Allies’ Economic Pool 
—Bargains in Bonds—Absorption in Rails—Utilities— 
Mixed Prospect for Industrials 








P to this writing, results in the Fourth Liberty Loan campaign have not been quite 
up to expectations. It goes without saying that the United States, rich as it is, 
cannot raise the vast sum of $6,000,000,000 on top of very heavy taxation 
without vigorous united effort. The loan will require direct sacrifices on the 

part of every family. There is no question that all are ready to make these sacrifices—if 

only they can be brought to appreciate the necessity. The cnly danger is that each one of 
us may be inclined to leave the real sacrifice to the other fellow. 

It should not be forgotten, however, that only a temporary sacrifice is asked. We 
are not asked to give but to lend, and that on the strongest security in the world, with 
an annual return greater than that paid by the savings banks and with a certainty of a 
rise in the price of Liberty Bonds a little later which will add a good profit to the interest 
already received. We are safe-guarding our individual future as well as that of our 
country and the world-principle of democracy. 


Results of the Economic Pool 


HE announcement from Washington that all the Allies are now joined in an 

economic pool, covering materials, manufactures, shipping, finance, food, and 
peed export and import relations, may represent the beginning of a very far-reaching 
S28) and important change. 
Until the present world war brought all the important non-Teutonic nations into 
harmony, the rule in world trade as in world politics was each nation for itself and the 
devil take the hindmost. Tariffs were set up to repel economic invasion just as armies 
and navies were maintained to prevent military invasion. Competition among the great 
commercial nations was even hotter than among individual domestic concerns. 

We have been gradually growing into a recognition of the wastefulness of cut-throat 
competition in our home trade. For two decades there has been a constant tendency for 
our great manufacturers, wholesalers, and to some extent retailers also, to draw together 
into groups, and while competition between groups has by no means been eliminated it 
nas become far more rational and better regulated than formerly. . Even the corner 
grocer, stationer, or tobacconist has come to see that permanent success cannot be won by 
trying always to undersell his competitor across the way. 

The question now arises whether the economic pool, which has practically been 
forced on the Allies by the war, will not be continued in some modified form after the 
war. We are all hoping for some sort of permanent national alliance or association 
strong enough to police the world and end war. There has always been an indirect 
relationship between war and foreign trade. In the case of England at any rate trade 
has followed the flag. If an international agreement ends war, what will it do with trade? 

For a time after the war it would seem that the trade relationships of the great 
commercial nations now allied must remain close. We are not likely, for example, to 
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desert France and Belgium as soon as a peace treaty has been signed. The ravages of 
war must be made good. Exhausted resources must be rebuilt. We cannot abandon, 
in their hour of economic need, the nations which have sacrificed most to establish the 
world principle of democracy. 

Any sort of trade or commercial agreement after the war will mean a radical 
revision of tariffs, because the two are based on fundamentally opposite ideas. A high 
tariff is for the purpose of “‘protection” against trade enemies. If the Allies form a 
league of trade friendship, as well as military friendship, what will happen to the cher- 
ished principle of “‘protection” ? 

Some of our great industries, notably the steel industry, have been for many years 
heavily dependent upon protection by a tariff. And a very large part of our national 
revenues have been derived from the tariff. Where would these industries find them- 
selves under an economic alliance? And what forms of taxation (which must be greatly 
increased after the war as compared with our former peace taxation) would take the 
place of the tariff? How would those new forms of taxation bear upon the same indus- 
tries formerly protected by the tariff ? 

On the other hand, how can the greatly increased productive capacity of our leading 
industries which has been developed during the war, be kept busy without a larger 
development of our foreign trade? And how can we sell our own products to other 
countries in large volume if we continue to partly shut out their products by a high 
tariff wall ? 

The whole plan is still in embryo, so that these questions cannot now be answered. 
But it is clear to thinking men that the world after the war can never again be the same 
as the world before the war. Peace will mean stupendous changes. Just as, three years 
ago, no one could have predicted that flame of enthusiasm for an ideal which is sending 
millions of American soldiers to fight on foreign soil and leading us to pour out our 
money like water, so today we cannot predict what changes may come over our trade 
relationships with other nations. 

It is not too soon for investors and business men to begin to reflect upon these 
problems, which in many cases may have a very direct relation to their own personal 
interests. Aind enthusiasm over the splendid news from the front should not blind us to 
the very important readjustments which the industries most dependent upon the war will 
have to undergo. 

Bargain Days for Highest Grade Investments 
ARDLY any one questions that the yield on investment capital must fall when 
war expenses stop. If we go back to the Napoleonic wars we find that the 
Sir yield on British consols, from 1815 to 1824, fell from 5% almost to 3%. 
may At the end of 1864 the yield on U. S. 6% bonds was 534%. Four years 
after the war was over, in 1869, it had fallen to 314%. 

Similar conditions have followed every great war. The rise in the prices of the 
highest grade investments has usually started soon after peace was declared; that is, 
as soon as expenditures ceased and accumulation began. But there are several reasons 
why, in this war, the advance may begin earlier than that. 

One reason is that the “‘discounting” of future events is now a fixed and recognized 
habit of the markets. A hundred years ago accumulations of capital were small and 
security markets, as we use the term today, could hardly be said to exist. To a less 
extent the same was true in the "60s. In fact, it is only within the last quarter century 
that a great investment public has grown up, that the “science” of investment has been 
developed, and the value of organized speculation has become recognized. 

Another reason is found in the prompt, world-wide dissemination of news. Today 
the whole world knows the full significance of Bulgaria’s capitulation on the morning after 
it occurs. No such conditions existed in the great wars of the past. 

In short, we look ahead a good deal further today than we did in 1865 or in 1815 
or even in 1905, following the Russo-Japanese war. And the universal belief that a rise 
in high-grade investments will follow peace makes it highly probable that it will begin 
before peace arrives. The bargain days may not last long and they will never be 
repeated in this generation. 
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Slow Absorption of the Rails 


HATEVER our individual views may be as to the defects of the railroad 
contract or the future of railroad stocks, the market itself is recording stability 
tinged with optimism. Low points of the minor swings of the average of 25 





leading rails during the last year have been as follows: . 
"EEE. te 52 
ES 53 66 6 Hang 6450 ches hs nd cneedeees 56.9 
EN 66 6206desesnebaeeedidenssseneye 57.6 
hs oc. caciie cane ebeb iu halbeeeeua 60.2 
i in. eke dalled teladeddeceabews eae 60.5 
EE CES inns Wamed och Giee sé'né esata 61 


Investors now come to the support of the rails in general about $4 a share higher than 
they did last January. This slow advance has not been accompanied by margin specula- 
tion. So far as we can learn. the banks’ loans on railroad stocks are smaller now than 
they were in January. The rise represents a slow absorption by investors. 


Public Utilities—Preferred Industrials 


HE public utilities, having suffered relatively the most from the higher costs 

resulting from the war, will experience the greatest relief when those costs begin 
ml to come down. For that reason they unquestionably deserve classification as 
“peace stocks.” The formation of the Essential Industries Corporation by 
leading banks and investment houses for the purpose of making loans to public utility 
companies and in turn hypothecating the loans with the War Finance Corporation, will 
undoubtedly be a great aid in public utility financing. For the more permanent growth 
of their income, however, these companies must look to higher rates and lower costs. 

Street railways, which have had the hardest time because so large a part of their 
costs consist of wages, have obtained relief in many instances already. Nearly one-third 
of the patrons of street railways in this country are now paying more than the standard 
5-cent fare. Three cities have a 10-cent fare, 43 have a 7-cent fare, over 100 a 6-cent 
ma -_ many others have reduced transfer privileges or otherwise increased the average 

are pai 

Industrial preferred stocks which are backed up by liberal earnings also will benefit 
by peace, since their prices are greatly affected by the general situation as regards the 
supply of money and capital. As a matter of precaution, however, the preferred stocks 
of companies dependent on the war for their earnings should be avoided unless their 
dividend requirements are earned by a very wide margin. 





Prospect for Industrial Common Stocks 


HE recent action of the market shows much confusion in the minds of investors 
as to which industrial stocks are to be considered peace stocks. A leading 
article in this issue discusses the subject in some detail. 

“2 The fact is to be noted, however, that present prices are based on borrowed 
money only to a limited extent. Most: Stock Exchange houses are consistently refusing 
large orders to buy stocks unless they are to be paid for in full or very nearly so. That 
adds an element of strength to the situation as a whole. It cannot be doubted that, if 

* money had been readily available, recent war developments would have caused a much 
more active speculation for the rise. The fact that the market has been held in leash has 
prevented any serious weakening of the structure of prices—which was, of course, exactly 
the result desired by the Federal Board. 

This has not prevented stocks dependent on the war from declining, but it has 
prevented and will probably continue to prevent any such sharp break as might tend to 
cause uneasiness. 


October 8, 1918. 








Subscribers who are interested in receiving more frequently our views as to the prospect 
eal the market in general and for individual securities are referred to page 9a, advertising 
Section. 









Buy Your Liberty Bonds from Savings 


Only One Kind of Money Which Counts—What an 
Increasing Purchasing Power Will Mean 
to the Liberty Bond Investor 




















By MEREDITH C. LAFFEY 





HE first and most fundamental 

fact that we must keep in 
mind in connection with sub- 
scribing to our proper quotas 
of the Fourth Liberty Loan is the ne- 
cessity of saving from our incomes the 
money with which to pay for them. 
It is not sufficient that we sell other 
securities in order to make payment, 
for if we do so we lessen the ability 
of the buyer to purchase Liberty 
Bonds, nor is it sufficient that we with- 
draw idle funds from our savings banks 
or check accounts, for if we do so to 





dollar to slip through our nationally 
prodigal fingers! In its broad outlines, 
our saving must be done along the 
lines indicated in the accompanying 
chart. 

But as a matter of fact, the savings 
which we are asked to make on an 
unprecedented scale are not even a 
small sacrifice, but rather satisfaction 
deferred and increased. For instance, 
in the typical example shown by the 
preceding diagram, the funds available 
for investment are increased from a 
pre-war figure of $500 to one of $1,500. 





Pre War Distribution of an Income of $5000 





$3,000 Necessities 





$500 
Lux- Saved 


$1,500 
uries 














War Time Distribution of the Same Income 








ities and War 
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any great extent, the savings banks 
will not be able to take their quota of 
Liberty Bonds and may have to sell 
other securities; the commercial 
banks will have their capacity for mak- 
ing loans to essential industries cur- 
tailed. 
Only One Kind of Money 

No, there is only one kind of money 
which we can make count with full 
effectiveness. That is money cur- 
rently saved. But how can we save? 
Where can we cut our expenses? In 
dozens of places where our former 
heedlessness has allowed dollar after 


Now the dollars which. this individual 
has saved are dollars of seriously de- 
preciated purchasing power, as our 
daily experience with the butcher, the 
baker, and the candle-stick maker tells 
us. He is putting aside $1,500 but he 
is giving up only about $900, let us say, 
of normal purchasing power, $900 
worth of goods at pre-war prices; so 
after all his present sacrifice is smaller 
than it appears. 
Growing Dollars 

By buying Liberty Bonds, he puts his 
money to work at 4.25%, and ‘eo as- 
sume that he does not spend the pro- 
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ceeds of his semi-annual coupons, but 
reinvests them every year at the same 
rate—4.25%—he will rapidly increase 
his wealth positively, and every pos- 
sibility relatively as well through an 
increase, as prices get back to normal, 
in the purchasing power of his multi- 
plying dollars. 

The following table shows the 
amounts by which a $1,000 Liberty 
3ond will increase the principal and 
income of the holder for various pe- 
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ACTUAL 
Principal Income 
OO ee $1,000 $42.50 
ke 1,231 52.32 
I ceeded 1,516 64.43 
Fifteenth Year ........ 1,867 79.35 
RELATIVE 

If Purchasing Power of Dollar Increases 

t) 

a 
Principal Income 
ee $1,600 $68.02 
OS 1,971 83.76 
Fifteenth Year ........ 2.427 103.16 
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Governor Whitman of New York (Standing at the foot of the Washington statue on 
the steps of the Sub-Treasury) addressing a noonday Liberty Loan Rally in the financial 


district. 


Looking up Wall Street the spire of Trinity Church looms in the distance 





riods, assuming that the value of his 
bond remains at par. If it advances 
above par, as seems by no means un- 
likely, in the post war period, the in- 
crease in principal will be just that 
much greater. I have also included 
figures to show, in terms of relative 
purchasing power, what the principal 
and income will be worth if prices re- 
cede sufficiently to make the goods 
value of the dollar 30% greater than 
it is today. 





If any impetus is needed to persuade 
each and every one of us to subscribe 
to our utmost ability to the Fourth 
Liberty Loan, perhaps the fact which 
I have endeavored to point out, that 
not only is it an act whose patriotic 
imperative necessity is as clear as any- 
thing in this world can be, but that by 
so doing we are practicing thrift in a 
way bound to be most advantageous 
to our present and future incomes, wil! 
provide the required stimulus. 











Switching Into Peace Securities 


Economic Principles Involved—Influence of Restrictive 
Legislation—Stocks Which May be Deflated by 
Peace—Bonds and Preferred Stocks—Public 
Utilities—What Are the Peace Industrials 





By G. C. SELDEN 





HIS publication was, so far as 

I am aware, the first to call 
attention to the fact that in 
past wars stock prices have 
usually continued to advance during 
the war, as a result of general war in- 
flation, until the occurrence of some 
important event which definitely fore- 
shadowed peace; but from that time 
on, prices have declined until the war 
actually came to an end through the 
surrender of one side or the signing of 
a peace treaty. 

The point was clearly brought out 
in an article by William T. Connors 
in the March 2, 1918, issue of THE 
MAGAZINE OF WALL Street. It is also 
plainly illustrated by the graph on 
page 376 of the Sept. 28th issue, show- 
ing an average of stock prices during 
the Civil War. And Haliburton Fales, 
Jr., in an interesting pamphlet on 
“Victory Markets,” shows that almost 
exactly the same thing happened on 
the Tokio Stock Exchange in the 
Russo-Japanese War. 

The reasons for this are easily ap- 
preciated. War is always accompanied 
by a general inflation of prices of com- 
modities. This is primarily due to the 
keen demand for everything contribu- 
tory to the war, together with a limi- 
tation of the supply through the di- 
version of man-power into the army. 
In peace, such an inflation would be 
checked by high money rates, but in 
war no nation has ever dared to per- 
mit it to be checked in that way. 
Money enough, of some kind or other, 
is always created to meet the greater 
demand for money which is coincident 
with higher prices, so that money in- 
flation accompanies the inflation of 
commodity prices. 

A big rise in the prices of goods, be- 
cause of war demand and war infla- 





tion, naturally means increased profits 
for companies making the goods; and 
since interest on bonds and dividends 
on preferred stocks are fixed, so that 
these classes of securities do not get 
the benefit of the bigger profits, the 
increase is passed along to the com- 
mon stocks. The inevitable result is 
very high earnings for common stocks 
—although all the reasons for the in- 
crease are not always fully appreciated 
by investors, 

Peace means the end of the special 
war demand and a cessation of the 
process of inflation; in other words, 
lower prices for goods, although the 
decline is usually much slower than 
the previous advance. This brings a 
reversal of the conditions just de- 
scribed. Not only do many companies 
lose their war business, but falling 
commodity prices work to the disad- 
vantage of common stocks in just the 
same way as they had worked to the 
advantage of that class of securities 
during the war. 

So as soon as investors see the clear 
approach of peace they begin to get 
out of the stocks which are most de- 
pendent on the war for their earnings 
In the Civil War it was clear fully a 
year before Lee’s surrender that the 
jig was up for the Confederates. And 
during that year the general course 
of stock prices was downward. 

It is equally clear now that the Kai- 
ser’s jig is up. What shall the investor 
do about it? 


New Conditions in This War 


First, we must note the fact that 
Government price-fixing has  intro- 
duced a new factor into the present 
situation. In the Civil War, there had 


been no check to inflation and rising 


prices up to May, 1864, when it became 
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evident to investors that the Confed- 
eracy was on its last legs. Nor did 
Japan attempt price regulation in the 
Russo-Japanese War. 

But how is it today? The price of 
copper is 26 cents—about 10 cents 
lower than it was at the end of 1916. 
There are some copper buyers who 
would gladly pay 50 cents a pound 
right now, if they could be guaranteed 
prompt delivery. Pig iron (No. 2 
Southern at Cincinnati) is below $37 
a ton, against $50 a year ago. 

Similar conditions extend over a 
wide range of articles—prices are 
down one-third or one-half by Govern- 
ment fiat. Manifestly, that creates a 
new situation. 

And stock prices have responded to 
these new conditions. Instead of being 
at the top notch when peace comes into 
sight, as in the Civil War or the Russo- 
Japanese War, all security prices have 
dropped sharply. At the low point of 
December, 1917, the average of fifty 
active stocks had lost all its big war 
advance and was back to the level of 
1914. Since then nearly 40% of the 
decline has been recovered, so that 
prices in general, instead of being at 
the top of a big speculative rise, are 
in a midway position. 


Evidently, then, there is no reason 
to expect a severe collapse in the 
market. We had that last year. But 
the advance since last December has 
still been equal to a fair-sized bull 
market, as measured by before-the- 
war standards, although it has been 
tempered by fixed prices for commodi- 
ties, by heavier taxes than ever before 
known in modern times, and by close 
restriction of speculation on borrowed 
money. 

It is not likely, therefore, that the 
stocks of companies which have ben- 
efited most by the war can maintain 
their present level as peace approaches. 
Peace will mean for them an extensive 
and difficult readjustment. 


Effect on Different Classes of Stocks 


There are some classes of common 
stocks which it seems fairly obvious 
that it is wise for the investor to-get 
out of now that peace is assured, even 


though the date of its arrival is not yet 
assured. 

The munition companies will prob- 
ably have to look for a new job when 
the war ends. The steel companies 
have become munition companies to 
such an extent that they will face a 
radical readjustment, and our steel 


. producing capacity has so increased 


that it will probably exceed our normal 
home demand. Presumably foreign 
markets will have to be sought, and 
the result will for a time be in doubt. 


The can companies have been doing 
some war work, and the peace de- 
mand for canned goods will be smaller 
than the war demand. With the tre- 
mendous ship building program now 
under way, rates for ocean transporta- 
tion must apparently be low after the 
war and the immediate future of the 
shipping companies will be uncertain. 


The war demand for leather has 
been abnormal and prices for shoes 
may be expected to fall soon after the 
war. That hits the leather companies. 
There has been a tremendous increase 
in the production of sugar everywhere 
outside Europe. When European pro- 
duction begins again it is likely that 
the price will have to fall. 

The war has greatly increased the 
demand for lead and spelter. It is. 
therefore unwise to own the common 
stocks of these companies unless under 
exceptional conditions. And substan- 
tially the same may be said of the coal 
stocks, 

Another class whose future is in 
doubt is the second, third and fourth 
grade railroad securities. The rail- 
roads will still be here after the war 
and it is to be assumed that, however 
they may be handled, stockholders will 
be fairly treated; but we have no rea- 
son to expect that securities on which, 
for a decade before the war, interest 
or dividends were uncertain or missing, 
will be permitted to earn interest or 
dividends after the war. The specula- 
tive prospects of the doubtful railroad 
securities have been reduced by the 
extension of Government control, at 
the same time that the investment po- 
sition of the best railroad securities 
has been strengthened. 
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Securities with Good Peace Prospects sists of securities on which interest or 
On the other hand, there are certain dividends are earned by such a wide 
classes of securities which may be ex- margin as to be practically assured 
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PRESENT PRICES COMPARED WITH THOSE BEFORE THE WAR 





Gain or 

Loss 
° From j 

Pre-war 

1912 1913 Current Average 
NEE EEA EC OSE OE 9— 7 30 +22 
Amer. Agricultural Chem........... 64—54 57—41 98 +44 
cone akan ered es 47—11 47—21 45 +14 
i PP, iccwnwnctendess 64—49 56—36 87 +36 
Amer. Hide & Leather pf.......... 34—20 28—15 91 +67 
OTe 48—32 45—27 66 +28 
Amer. Smelting & Ref’g............ 91—66 75—58 78 | 
gD 134—115 118—100 108 —8 
SE ee 44—26 41—25 88 +54 
TE ce cc cenedenveeen’ 149—137 140—110 102 ol 
ee eee 48—34 42—31 70 +31 
Atom. Tem. &@ Genta Fe .......cccss. 112—103 106—90 87 —16 
Baldwin Locomotive ............... 61—49 54—36 88 +38 
ES rr 112—101 106—90 53 ~ 49 
i CED see iabiccneeeesesion 95—77 93—84 41 —46 
ee ee 73—49 56—16 21 —27 
eek cxekoecdeeeane 34—16 30—17 70 +46 
RE er 118—99 116—97 49 —58 
nd idddnsceennes en 50—25 48—30 40 + 2 
MS a das on nisenwetnows 150—136 142—125 94 —44 
Se er erre 22—10 17— 7 44 +30 
EE ne ee 20—10 18—11 62 +47 
NE ES EEE EE OOTP ELE TET 144—126 133—115 92 —S 
Imepiration Copper ............00:: 21—16 20—14 56 +38 
TE 4k cas snce ene 008 60—29 50—30 81 +39 
ED ccc ccceceseeesen 91—63 78—42 119 +50 
ck caine Ade eee ett 122—106 110—90 75 —32 
EE er 110—108 114—98 105 — 5 
CN eer eee 131—115 123—102 90 —27 
SS ee 63—60 62—53 44 —15 
ES Se ee re 123—103 130—104 50 —65 
Railwey Steel Spgs. ................ 41—27 35—22 69 +38 
SE A eee Sree Ty 90—74 86—76 90 + 9 
Republic Iron & Steel .............. 35—16 28—17 90 +68 
ee 221—140 215—155 145 —37 
EG Se ers 116—103 110—89 89 —i4 
Es oosie ease ace'vawces 32—26 29—19 29 +3 
CE tee diet aes dad iew eee ens 49—30 36—16 56 +23 
EE Oe a eee ae 131—81 126—89 187 +79 
ls aa dg ob wen anew ke Oe 177—151 163—138 127 —30 
re 57—26 44—25 112 +73 
ak cvak cee g kes oa wiaw eh 81—58 69—50 112 +48 
NE cae sceanesbanne ee. OE 61—39 85 +30 
I cod Nccee bbewaees 57—41 43—22 55 +14 
Westinghouse Electric .............. 45—33 40—26 44 + 8 
CE woicicseevewase teks 72—67 75—50 84* +18 
EE +. gas cet ieenedasaevawes 118—92 112—81 115 +14 





* For $100 par. Stock now $25 par. 


pected, from a priori reasoning, to hold under any conditions, but which are 
their own or rise as peace approaches. now selling at low figures because of 





The most important of these con- the heavy drain on the world’s supply 
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of investment capital. These securities 
have fallen because of the diversion of 
investment capital into war bonds and 
war uses. When the war stops, that 
diversion will stop with it and accumu- 
lation will begin. 

For example, an average of leading 
bonds which stood at 109 in 1902, fell 
to 88 in the panic of 1907. Curb prices 
for the same bond average while the 
Stock Exchange was closed in 1914 
declined to about 84. These were low 
prices. But that average now stands 
near 78. At such a level there can be 
no question that good bonds are cheap, 
and that the buyer is assured, not only 
of a relatively liberal income from 
them, but also of a profit through 
higher prices to be reached under 
peace conditions. 

Some of the railroad, industrial and 
public utility preferred stocks are in 
much the same position as bonds, being 
so strongly protected by earnings that 
their dividends are assured. Even se- 
lected railroad common stocks now 
approach the position of bonds, be- 
cause of the stability they derive from 
the Government’s guaranty of earn- 
ings. And it will be seen from the 
table herewith that most of them are 
selling much below pre-war figures. 
Some of these stocks are discussed in- 
dividually in another article in this 
issue. 

The principal peace factor affecting 
the above securities is the increased 
supply of investment capital which will 
be available when war expenses stop. 
That will have its due influence on 
common stocks also, but these, espec- 
ially of the more speculative class, are 
usually affected more by other con- 
siderations. What are some of the 
classes of common stocks which will 
be favorably affected by these other 
considerations as peace comes more 
and more clearly into view? 


Some Companies Benefited by Peace 


First, perhaps, should be mentioned 
the public utilities, because of the low 
levels which their prices have reached. 
They have suffered more than any 
other class from rising costs and sta- 
tionary rates—more even than the 
rails, for the Government has guaran- 








teed railroad incomes but not public 


utility incomes. The utility stocks 
have necessarily reflected these de- 
pressing conditions. 

The movement for increased rates, 
especially street railway fares, is 
spreading over the country and be- 
cause of its evident justice and neces- 
sity it will continue to spread. For 
that reason it is quite possible that the 
turning point in the affairs of these 
companies has been reached. 

Peace will bring lower costs. My 
own view is that the decline will be 
slow and gradual, rather than precipi- 
tate; but as to the tendency I do not 
see how there can be any doubt. And 
a tendency toward lower costs will 
mean a tendency toward higher prices 
for utility stocks. 

One of the things that seems .clear 
is that there must be a tremendous 
development of our foreign trade after 
the war. All the Entente nations will 
have been drawn together by the com- 
mon purpose of the war; our relations 
with South America will be far closer 
and more friendly; we shall have 
plenty of ships; and neutral nations 
will be hungry for goods, their usual 
supply from Europe having been cut 
off during the war. 

This situation must evidently work 
out to the advantage of the companies 
engaged in the promotion and develop- 
ment of foreign trade. 


I believe the war must be followed 
by an important peace demand for 
copper. The Teutons have been melt- 
ing their door-knobs and their statues 
—the loss of the latter being a great 
gain to civilization—for several years; 
and all over the world the normal 
peace consumption of copper has been 
held back by war demands. With the 
increasing use of electricity, any sort 
of industrial progress anywhere means 
the use of copper. 


The copper stocks are higher than 
they were before the war, but that was 
a period of unusual depression in the 
copper industry. And in several cases 
the higher prices are due to the de- 
velopment of the properties and im- 
proved processes of production and re- 
fining. Prices of the coppers, there- 
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fore, should at least be well maintained 
and with the release and accumulation 
of capital for investment it is not un- 
reasonable to expect some further ad- 
vance. 

There will be a greater use of fer- 
tilizers in this country after the war 
than before it. Many thousands of 
farmers have been taught by the war 
that fertilizing pays. There will also 
be a resumption of the export of phos- 
phates. Prices of the fertilizer stocks 
have perhaps discounted this in great 
part, but it seems to me that the long 
pull outlook for these companies is 
very good. 


The stocks of the chain store and 
mail order companies, such as Wool- 
worth, Kresge, United Drug, Sears- 
Roebuck, etc., are lower in proportion 
to business done than they were before 
the war. Companies of this class have 
been growing rapidly and there is no 
indication that the limit of their 
growth has been reached. They un- 
doubtedly represent increased _ ef- 
ficiency in the handling of retail trade, 
so they stand upon a sound basis. Two 
of them are discussed in this issue. 


In. the past, business depressions 
have had only a trifling effect upon 
the earnings of these stocks. In some 
cases their asset value is small but I 
do not think they should be feared for 
that reason. Earnings and prospects 
make values, and the peace outlook for 
these companies is very promising. 


Mixed Influences in Some Lines 


There’ are some companies which 
aré doing war work or have been di- 
rectly benefited by the war, and will 
therefore find it necessary to readjust 
themselves to peace conditions, but 
which can make the readjustment with 
comparative ease and also seem likely 
to enjoy a good peace demand for their 
products. 

The equipment companies, for ex- 
ample, are almost entirely engaged 
upon work directly contributory to the 
war, and their stocks are selling much 
above the pre-war basis. But our own 
railroads were very inadequately 


equipped before the war and have not 
yet caught up, and neutral nations 


have been starving for equipment for 
the last four years. I believe that good 
business for these companies will lap 
over into peace for a considerable dis- 
tance, but it would seem that present 
prices must have discounted the great- 
er part of this prosperity. 

The motors are now war stocks. 
But when peace comes there will be a 
big demand for automobiles banked up 
and waiting. The kerosene carbureter 
is already here, and the prospect is that 
after the war industrial alcohol can be 
manufactured cheaply enough to com- 
pete with gasolene. These stocks are 
selling only a little above their pre- 
war levels, in spite of the big increase 
in the use of their product that has al- 
ready occurred and the further in- 
crease that is in sight. And the tire 
and rubber companies are similarly 
situated. All stocks of this class ought 
to be benefited by peace, regardless of 
temporary fluctuations, of which there 
will doubtless be many. 

With the increase in oil-burning 
ships, in the use of automobile trucks 
and passenger cars, in oil-burning 
locomotives, and in stationary gaso- 
lene engines, peace must bring a well 
maintained demand for petroleum in 
all its forms. Many oil stocks have al- 
ready had a considerable rise and will 
be subject to the usual wide reactions, 
but broadly considered the peace out- 
look for the oils should be considered 
satisfactory. 

The last column of the table with 
this article brings out very clearly the 
varied effects of war on the active 
stocks. While American Hide & Lea- 
ther preferred is 67 points above its 
pre-war level, Brooklyn Transit is 46 
points lower. U. S. Industrial Alcohol 
is up 73 points and St. Paul is down 58 
points. And similar variations appear 
throughout the list. 

The changes resulting from peace 
may not be quite as spectacular, but it 
is evident that to reap the full benefit 
of peace in the security markets the 
investor must be prepared to shift his 
holdings to meet the new conditions. 

I do not imagine that he will have 
to jump for these stocks. There will 
doubtless be plenty of reactions on 
which to buy them. 
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Mr. George E. Barrett, whose book, “How to Invest,” will appear serially in “The 
Magazine of Wall Street” commencing with this issue, is already known to our readers 
as a writer of broad experience and sound judgment. He began his financial career as 
a graduate of the New York University School of Commerce and Finance with the 
degree of B.C.S. and a graduate of the New York University School of Law with the 
degree of L.L.B. 

Mr. Barrett has studied the subject of investment from many angles. In his work 
in Wall Street he has gone, among other things, into the study of railroad and bond 
investigations, the appraisal of unlisted securities, wholesale and retail selling of se- 
curities, the investigation of new financing and the reorganization and management of 





corporations. 


He has therefore been a student of the subject of investment from the inside as 
well as the outside, i.e., from the viewpoint of the man who wishes to buy as well as to 


sell. 


We believe his book, “How to Invest,” will prove to be one of the most practical 
as well as the most authoritative of its kind that has ever been published.—Editor. 





Preface 

The purpose of this book is to pre- 
sent the information that every inves- 
tor ought to know in simple, under- 
standable English. 

It is estimated that through the 
Liberty Loan Campaigns the number 
of bond buyers in this country has re- 
cently been increased from 300,000 to 
15,000,000. 

It is hoped that a large proportion 
will continue saving and investing and 
that their resources will later be di- 
rected toward financing the develop- 
ment of the nation’s wealth and trade. 

So wide-spread is the lack of knowl- 
edge of investment fundamentals, 
however, that fraudulent securities are 
easily sold, a condition vitally opposed 
nct only to the interests of the inves- 
tor but to that of the nation as well. 

Without attempting to go very far 
into the complexities of finance, it is 
intended briefly to present herein an 
elementary survey of the investment 
field, to give one not conversant with 
the subject, sufficient knowledge to 
understand securities and to exercise 
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precaution and judgment in their pur- 
chase. 

A glossary of financial terms has 
been prepared with a view to being 
readily understandable by those inex- 
perienced in investment matters and 
will be presented. 


MERICANS have long been 
recognized as a nation of 
spendthrifts. The very abun- 
dance of our wealth has made 
us prodigal. The natural resources 
and size of the country in proportion 
to population have rendered unneces- 
sary that careful and scrupulous habit 
of saving, inherent in most of the 
older nations. When it is realized that 
mountainous Japan, with an area equal 
to that of California, although less fer- 
tile, sustains a population of sixty mil- 
lions, the immeasurable resources of 
our country are clearly indicated. 
Careless in the main of the rest of the 
world, the energies of our people have 
been devoted to the development of 
this continent. It is only within a few 
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years that the vast changes have taken 
place by which the United States be- 
came a world power, founded a colonial 
empire, shifted from a condition of 
debtor to that of creditor, and finally 
entered upon the Great War as a lead- 
er of the democratic world. 

It has been pointed out that great 
men are usually products of the nec- 
essities of the times in which they 
lived, and this may also apply to na- 
tions. America has accepted the 
larger responsibilities laid at her door. 
We must bear an increasing part of the 
burden of feeding, arming and financ- 
ing our Allies. Furthermore, the 
economic war will not stop with the 
©’ ning of peace, and impoverished na- 
tions will contest for world trade on 
a greatly intensified scale. The old 
order of carelessness and waste must 
not return if we are to maintain our 
position of leadership. President Wil- 
son recently pointed out that the time 
had come for America “to correct her 
unpardonable fault of wastefulness and 
extravagance.” Not only because the 
immediate demands of war are insati- 
able therefor, but because of its intim- 
ate bearing upon our career after the 
war, thrift, or the power to save, has 
become a matter of vital national sig- 
nificance. 

The increase in the wealth of the 
country may be measured by the ex- 
cess of production over consumption. 
It is not only a question of increas- 
ing production, but also one of decreas- 
ing consumption. The mere hoarding 
of money is not thrift, because that is 
permitting purchasing power to lie 
idle, which, if usefully employed, could 
help to create wealth. The farmer 
who utilizes his savings in planting ad- 
ditional acreage is producing wealth. 
A great proportion of our population, 
however, is not so situated that they 
can apply their savings to increasing 
their own production. Their surplus 
capital can only be used by placing it 
at the disposal of others who can ap- 
ply it to productive enterprises. It is 
this that constitutes investment—the 
turning over of capital which one 
either cannot or does not wish to em- 
ply productively, to others who do 
wish to and can, in return for a con- 


sideration, such as interest on an 
amount loaned. 


Wealth and Profits as Basis of Thrift 


The possibilities of the results which 
may be obtained are tremendous. It 
is estimated that the wealth of the 
United States is between $250,000,000,- 
000 and $300,000,000,000, with an an- 
nual income of between $50,000,000,000 
and $75,000,000,000. This represents 
the highest rate of return upon the 
capital of any country in the world, 
and is based not only upon the effi- 
ciency of labor and our methods of 
production and transportation, but up- 
on the possession of the greatest div- 
ersified natural resources of the world. 

By the addition of but 25 to 50c of 
labor our land produces a bushel of 
wheat normally worth 75c to $1, rep- 
rescenting the cashing in of about 50c 
of the mineral salts of our land—our 
natural resources. The expenditure of 
a few cents on our copper deposits 
brings forth a pound of metal worth 
25c, representing the cashing in of 10c 
to 15c of our natural wealth. The la- 
bor of our people is inexhaustible in 
that it can be replaced by natural pro- 
cesses, but we are also consuming at 
a rapid rate the natural wealth with 
which this land has been blessed. This 
is in sharp contrast with countries 
which import raw materials, apply 
their labor and re-export the products 
in return for such supplies of raw ma- 
terials. 

Must Save During Prosperity 

It is but natural, therefore, that so 
long as our vast stores of raw mate- 
rials last we may go on under our 
present plan, and our annual income 
will be proporitionately larger than 
that of any country or people. It 
cannot go on forever, however, and 
therefore there is another reason why 
we should save in our days of pros- 
perity. Some day our leadership in 
the world affairs must be based more 
upon our investments in other lands, 
which will then be the world’s great 
natural supply houses. 

In the great territory embraced in 
South and Central America, Africa and 
China are to be found the virgin for- 
ests, the fertile plains, the oil, coal, 
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iron, copper and other minerals which 
are destined to meet the future demand 
of a progressing world. 

Aside from the national significance 
of saving and investing, which have 
never been so important as they are 
today, there are definite rewards to the 
individual. Refraining from the indul- 
gence in a luxury today will provide 
for a necessity in later life when 
through age or reverses one’s income 
has decreased or entirely ceased. 

Not only does thrift represent a wise 
deferring of the purchase of luxuries 
today for the privilege of purchasing 
necessities or luxuries in later life, but 
a continued and regular annual income 
is obtainable in the form of interest or 
dividends. Few stop to realize that a 
dollar saved today and placed at 5% 
interest doubles in 15 years. One hun- 
dred dollars invested today at 5% in- 
terest returns $5 per annum for the six- 
teen years, or $80. As interest is usual- 
ly payable semi-annually, or $2.50 in 
this case, every six months, and as this 
income may also be reinvested to bear 
5% interest, an additional $20 results 
during the fifteen year period. Thus 
$100 invested today amounts to $200 
sixteen years hence. 


Investing to Produce Income 

Of course, it is also the privilege of 
the investor to spend the annual inter- 
est and still retain the principal sum of 
$100. The privilege of obtaining inter- 
est is not limited to any specific period. 
The fact is that savings invested today 
may go on producing an annual income 
practically without end. 

It is possible for the man or woman 
who would be thrifty and save today to 
invest in such manner as to obtain an 
even high rate of annual return than 
5% as interest or dividends. 


Investing for Profit 

Furthermore, through intelligent se- 
lection of investments, an opportunity 
may be obtained for increasing the 
value of the amount invested other 
than the addition of interest or div- 
idends. 

Such increases represent profits and 
it is the lure of these profits which 
has led many a well intending inves- 
tor from the conservative path of sav- 


ing and investing to reckless specula- 
tion and loss. Each year in this coun- 
try hvndreds of millions of dollars are 
obtained from investors by glib pro- 
motors using elaborate prospectuses 
describing profits which usually never 
materialize. 


Financial Mortality Tables 


The following data has been com- 
piled by the American Bankers Asso- 
ciation and various Life Insurance 
Companies showing the life experience 
of one hundred average men. 

Age 25 

One hundred men age 25, at the thres- 
hold of life—healthy, vigorous, of good 
mental and physical capacity—but with no 
means of supporting themselves except 
their own ability. 

Age 35 

Ten years later—5 have died; 10 have 
become wealthy; 10 are in good circum- 

stances; 40 have moderate resources; 35 

have not improved. 

Age 45 

Ten years later—the struggle with the 
vicissitudes of life has resulted thus; 11 
have died, making a total of 16 dead; all 
but 4 of those who had accumulated any- 
thing by this time have lost all; 65 are 
still working and are self-supporting, but 
are without other resources; 15 are no 
longer self-supporting—a few still earn 
something, but do not support themselves. 

There are numerous illnesses, accidents, 

reverses. 

Age 55 

Ten years later—4 more have died—20 
are now dead. Of the others one has be- 
come very rich; 3 are in good circum- 
stances, One of the 3 who were wealthy 

at age 45 lost, but another of the other 65 

became wealthy. Forty-six are still work- 

ing for a living—not having been able to 
accumulate anything; 30 are now more or 
less dependent upon their children or rel- 
atives or charity for support; some of 
these may be able to do light work, but 
they are being replaced by younger men. 

Age 65 

Ten years later—16 have died during 

this period, making a total of 36 out of 
the 100. Of the remaining, 1 is still rich, 
4 are wealthy. One of those “who lost 
everything before 45 has regained his hold 
and become wealthy. Only 6 are still self- 
supporting—they are compelled to work 
for a living. The others (54) are depend- 
ent on children, relatives or charity, 

Age 75 

Ten years later—of the original hun- 
dred; 63 are dead, 60 of whom left no 
estate; 2 of the 5 rich men have lost out. 

The rest are dependent upon their child- 
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ren, relatives or charity. From now on 
the old fellows will die off rapidly, but 
their financial condition will not improve, 
and 95 per cent. of them will not have 
sufficient means to defray funeral ex- 
penses. 


The Result of These Conditions 


Surrogates’ Courts show that only 
3 men of every 100 who die leave es- 
tates of $10, and upward; 17 others 
leave estates worth from $2,000 to 
$10,000 ; while 80 of every 100 leave no 
income-producing estates—no tangible 
asset. 

This is the result; of every 100 
widows, only 18 are left in good cir- 
cumstances; 47 others are obliged to 
work, and often lack the simple com- 
forts of life; and 35 are left in ab- 
solute want and must depend largely 
upon charity to live. 

From these figures it is evident that 
only a small proportion of Americans 
have been saving. A much smaller 
proportion, and indeed only a com- 
paratively few, are able intelligently 
to invest that which they have saved. 
In many instances, the lists of invest- 
ments of our greatest business men, 
published after their deaths, show an 
almost entire absence of the knowl- 
edgé of investment principles. Many 
certificates of depreciated and worth- 
less enterprises attest the poor judg- 
ment and haphazard methods of the 
deceased in handling their own sav- 
ings. 

It is to guard widows and orphans 
against the mistakes of uninformed 
executors that the law prescribes the 
investments in which they may place 
the funds left by the deceased. 


Savings of the Laborer 

In the absence of personal knowl- 
edge regarding any matter it is but 
natural for people to turn to the ad- 
vice of others. Among the poorest 
class of fqreign laborers in this coun- 
try, there is usually some individual in 
each local group in whose honesty his 
neighbors have implicit faith, and to 
whom they turn over their surplus 
earnings. 

This is the crudest form of invest- 
ment. Such a man, is usually, though 
not always, honest. He may have, but 
usually does not have, an intelligent 


understanding of the principles of in- 
vesting. He is selected by his coun- 
trymen rather as a custodian for the 
safekeeping of their funds than for the 
intelligent investment thereof to pro- 
duce a liberal rate of income with ab- 
solute safety. Honesty of the custo- 
dian is thus the prime requisite of the 
laboring man. 
Savings Banks 

To meet the requirements of the 
people who are able to save in but 
moderate sums, the savings banks 
were established. These are usually 
run without profit, are directed by the 
most representative men in the com- 
munity where they are formed, and 
their funds are invested principally in 
loans secured by mortgages on dwel- 
ling houses in the same locality. They 
thus gather the savings of their many 
depositors and place them at the dis- 
posal of those who Would build or buy 
homes. 

The banks receive an income from 
such mortgages in the form of inter- 
est, which, after deducting expenses, 
allows the payment of 3%% or 4% on 
the savings placed with the bank by its 
depositors. Savings banks are usually 
required to keep a certain percehtage 
of their total deposits in other securi- 
ties which are more readily salable 
than real estate mortgages and whose 
character is usually prescribed by the 
laws of the State. This enables the 
bank to obtain funds more readily in 
case of a substantial call upon it by its 
depositors. 

Postal Savings Banks 

The Savings Banks in this country 
hold upwards of five and one-half bil- 
lion dollars of the peoples’ savings and 
while they are entitled to the unlimited 
confidence of the public, they have not 
entirely displaced the individual custo- 
dian previously referred to. It was to 
meet this situation that the United 
States Government authorized the 
Postal Savings Banks. 

Deposits can be made at all post 
offices. It is provided that such de- 
posits can be readily withdrawn and 
carry interest at a lower rate than that 
usually paid by savings banks. The 
Postal Savings Banks in this country 














ee ee 


HOW TO INVEST 





1031 





now have over $130,000,000 on deposit, 
representing principally funds which 
heretofore were placed with individus] 
] custodians. : 
Supplementing the savings banks 
there are numerous institutions such 
as building loan associations, Morris 
Plan Banks, benevolent insurance so- 
T ciéties and certain types of life insur- 
ance policies with savings or endow- 
ment features. The building loan as- 
sociations alone have upwards of $1,- 





500,000,000 of assets representing sav- 


ings. 
. Bonds and Stocks Principal 
Investment 

In this great country of ours which 
is so rapidly developing, there is an 
almost unsatiable demand for capital. 
The growth of the population entails 
the growth of cities and with it the en- 
largement gf the cities’ improvements 
in streets, schools, waterworks and 
other public works. The increase in 
population requires the enlargement of 
facilities for transportation and manu- 
facturing. 

In addition to the normal growth 
of a population as a source for expan- 
sion of the demand for new capital, 
we have the continued process of in- 
creasing efficiency of labor through 
. the use of mechanical power and ma- 
chinery. We also find that the con- 
tinual rise of the standard of living of 

the people requires greater comforts 
; and luxuries which in. turn requires 
greater manufacturing and transpor- 
tation capacity. The development of 
our foreign trade must not be over- 
looked as a source of the increasing 
demand for capital. 

The great war and its tremendous 
requirements gave the greatest im- 
petus to the demand for capital ever 





known in an equal space of time in the 
history of the world. It is these de- 
mands for capital which gives rise to 
the vast flood and great variety of se- 
curities. 

The greatest field for investment lies 
in the purchase of bonds and stocks. 
Hundreds of billions of these securities 
are outstanding and billions are being 
issued each year. They vary widely in 
form and return various rates of in- 
come, from the highest type backed by 
the credit of the United States of 
America to the “wild cat” mining 
stock, which while worthless is palmed 
off upon the ignorant. 


Desire for Knowledge of Investments 


With education spreading rapidly 
throughout the world, the old order of 
affairs is rapidly changing. People 
nowadays want to understand many 
things which heretofore they were 
satisfied to do on the advice of others. 
These influences are not less discern- 
able in the investment field than else- 
where. 

The man who heretofore invested 
money on the say-so of some friend in 
whom he had confidence now wants to 
understand the reasons why such an 
investment is better than some other 
investment. This desire to manage 
one’s own affairs, or at least to have an 
intelligent understanding thereof, is 
the commendable outgrowth of mod- 
ern education. 

The ability to produce more than 
one consumes and to accumulate the 
surplus is unquestionably the gener- 
ally accepted measure of a man’s 
ability. Why should we not intelli- 
gently direct the investment of these 
savings? 

(To be continued) 





AMERICAN RESOURCES COMPARED WITH GERMAN 
How Much Can the United States Do and How Much is It Able to Do in Financing 
the War as Compared with Germany? 
An Answer to This Question May in Part Be Afforded by Considering the Following 





official figures: 
America Germany 
nn a ciclsesinncdenenkesawe $250,000,000,000 $80,000,000,000 
IE Se). anc wh ye ubeekh'nne basen 50,000,000,000 12,000,000,000 
| I Mas 20k sie cevaemnwetces ue coqes 1,000,000,000 800,000,000 
Probable after-war outlay, for interest........ 1,000,000,000 1,500,000,000 
Probable after-war outlay, total .............. 2,000,000,000 5,000,000,000 
LS, oavensegusiness sveagan 12,000,000,000 30,000,000,000 
Se oka c sca e whaboceeesases 2,500,000,000 500,000,000 
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A Modern Mahomet 


The Mining Genius Who is Carting Off a Mountain at 
the Rate of 45,000 Tons a Day—D. C. Jackling’s 


Early History and Later Achievements 
Little Sketches of Big Men—No. 13 
By BARNARD POWERS 


N observant pedestrian passing 
through the Cripple Creek dis- 
trict on a certain winter’s 
evening 25 years ago, as the 

crimson sun was preparing for its final 

plunge behind the mountain, might 
have beheld an interesting tableau. 

The chief and only actor was a 

youth so long limbed and scrawny 

that his clothes hung about him like 
bags, who sat at the top of a slight 
elevation known as Bull Hill and 
gazed at the sinking sun with an 
intensity which betoken inner commo- 
tion. The commotion was genuine 
enough and was due to the fact that 
the long limbed young man owed his 
landlady a week’s rent and had not the 
wherewithal to pay it.. Had said ob- 
servant stranger been clairvoyant, he 
would have noted a line of thought 
which ran in the young man’s mind 
as follows: 

“Shall I jump off the edge of the 
nearest cliff, shall I cut a club and fell 

the first prosperous wayfarer or shall I 





keep up my nerve and try a few, more - 


days to get a job?” The reader must 
realize that the last suggestion pre- 
vailed and that the youth did finally 
get a job, otherwise this article would 
never have been written. 

A week previous the young man had 
arrived in Cripple Creek having walked 
from Divide—a distance of eighteen 
miles and over a trail as tough as they 
make them in the West where they 
know how to make tough trails. He 
had scorned transportation for the rea- 
son that stage-fare cost $3 and his 
entire working capital totaled $3.75. 

For a week he had vainly tramped 
the district knocking at all doors and 
asking for work of any description. 
He was footsore, hungry, dog-tired and 


broke and his name was Daniel C. 
Jackling. Last year he paid a tax on 
an annual income of close to a million 
dollars. 

A Job at Last 

The day following the momentous 
mental struggle on Bull Hill, one W. 
R. Staats, a gruff old assayer who had 
a little shop in Cripple Creek was ac- 
costed by a pinch-faced youth with a 
strange light in his eyese 

“I want a job,” he rasped. 

“What kin ye do?” 

“I can assay.” 

“All right, try your hand at ‘buck- 
ing,” and Staats handed the boy a 
“bucking” sledge and pointed to a pile 
of ore. The boy picked up the heavy 
sledge and raising himself to his full 
height of more than six feet swung 
the sledge aloft and brought it down 
with a terrific crash on the biggest 
piece of ore in the pile. As the rock 
flew into fragments as though struck 
by a thunderbolt the old assayer 
jumped. Here was a boy, he figured, 
who evidently could “buck” more rock 
in one day than most men in three. 

To make the tale short Jackling got 
the job and when his employer went 
on a vacation shortly thereafter young 
Jackling spent his days in riding 
through the district on horseback col- 
lecting samples and his nights in as- 
saying them at a dollar per assay. He 
had at last got a job and he intended 
to hold it against the Devil himself. 
When he had an especially heavy run 
he would work through the night un- 
til the stars began to pale. Then he 
would snatch a few hours sleep and be 
up and on his horse before the night 
dews had dried. His bank was a soap 
box which he kept under his bed and 
it would have fared ill with any des- 
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perado who tried to break into that 
bank. For although he was then a 
lean youth weighing scarcely 150 Ibs. 
his life had been one of unremitting 
labor and his muscles were steel wires. 

When Staats came back from his 
vacation his new assistant dragged out 
two soap boxes filled with bills and 
big silver dollars and dumped them on 
the floor before the gaze of his 
astounded employer. From that time 
on Jackling never hunted another job. 
In fact jobs hunted him in increasing 
size and number. Recently he ex- 





ried, never discouraged, cool and 
steady as an eight day clock, is almost 
uncanny.” 


Daniel C, Jackling started life with a 
good constitution and the determina- 
tion to get ahead. When he was two 
years old he was left an orphan and 
was brought up by an aunt and uncle. 
At eighteen he was earning his keep 
as a farm laborer and at twenty he 
was earning his way through college. 
At thirty he was a mine superintend- 
ent at $3,000 a year and at thirty-five 
the outside world had never heard of 
him. At that time 





amined a certain 
mining property 
for a group of 
bankers and re- 
ceived as a fee for 
the examination 
the equivalent of 
$250,000. 


Why He Has 
Succeeded 


In the course of 
preparation for 
this articleI called 
upon one of Mr. 
Jackling’s _ busi- 
ness _ associates 
and asked him for 





he was vice-presi- 
dent and general 
manager of the 
Utah Copper 
which the wise- 
acres called 
“Jackling’s folly.” 

At forty he was 
a millionaire and 
today at forty- 
nine he is a multi- 
millionaire being 
interested, in ad- 
dition to his vast 
copper properties, 
in gold and iron 
mines, the largest 





the reasons for fleet of steam- 
the Jackling suc- ships on the Pa- 
cess. cific, beet sugar 

“There are five factories, rice 
principal reasons mills, railroads, 
for Jack’s (for omy banks, trust com- 
that is his nick- Mr. Daniel Cowan Jackling panies, etc., etc. 
name) success,” How did he do it? 
he replied: “In the first place he 


has a marvelously cool, level head, 
Then he has a faculty, you might bet- 
ter call it an intuition, for grasping 
the essentials of every proposition. He 
never gets tangled up in by-paths. 
Thirdly he has a tremendous imagina- 
tion. Next he is an excellent judge of 
human nature and by loyalty begets 
the most devoted loyalty. Lastly, and 
this is perhaps as important as any 
other, he is a steady and tireless 
worker. I have never known a man 


who could concentrate harder and stick 
to a given proposition longer than he. 
His unwearied persistence, never hur- 





Wanted to be a School Teacher 


Daniel Cowan Jackling was born in 
Appleton City, Bates County, Mis- 
souri, on August 14, 1869, the son of 
Daniel and Lydia Jane (Dunn) Jack- 
ling. As an orphan working for his 
uncle his boyhood was one of unre- 
mitting toil. He never saw the inside 
of a theatre until he was twenty-one 
years old. His boyhood ambition was 
to become a school teacher for the 
head of the District School command- 
ed the princely salary of $30 a month, 
which in the young boy’s belief, rep- 
resented the height of worldy attain- 
ment. When the teacher got a more 
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lucrative position in a hardware store 
Jackling decided that there was more 
money in farming. When the uncle 
moved to Sedalia, Mo., and went into 
the contracting business, Daniel was 
the proud driver of a pair of mules. 
One day when the boy was assisting 
in the excavation of the basement for 
a school for colored children he per- 
ceived a young man peering through 
what seemed like a small telescope on 
three stilts. 

“What’s that thing?” he queried 
with natural boyish curiosity. 


“That’s a transit, sonny,” replied the 
good natured surveyor. 


“What’s a transit?” 


The man explained and even allowed 
the boy to take a peep through the 
“telescope.” Right then and there the 
boy’s thirst for knowledge was awak- 
ened and it never died. He perceived 
there was a sort of super-world of 
wisdom inhabited by only the more 
intelligent and he determined to be- 
come one of those with “book learn- 
ing.” 

His early education was at the State 
Normal School at Warrensburg, Mo., 
and following that he worked his way 
through the Missouri School of Mines 
at Rolla, completing the course in 
three years and graduating with a B. 
S. and the title of Metallurgical En- 
gineer. From 1891 to 1893 he was As- 
sistant Professor of Chemistr# there 
but soon perceived if he was really go- 
ing to get anywhere he must strike 
out. So he collected what cash he 
could and set out for Cripple Creek. 
At Argentine, Kansas, his funds ran 
out and he applied at the Kansas City 
Smelting & Refining Co. for a joo. 
He got one—as a slagpot pusher, i.e. 
a laborer who pushes cars filled with 
slag from the furnaces to the “dump” 
for $1.50 a day. In later years he 
bought the Kansas City plant chiefly 
for the reason that it was there that 
he got his first job outside of school. 
He converted it into a steel structural 
plant and it made money as did all 
Jackling’s enterprises with one excep- 
tion. Of that exception we will speak 


later. 


The Utah Idea 


Coming back to where we left young 
Jackling as assistant to W. R. Staats 
we next hear of him as assayer for 
the Lawrence mill owned by Captain 
J. R. DeLamar, Edward Holden and 
others. Charles MacNeill who later 
became president of the Utah Copper 
was manager. When Messrs. Mac- 
Neill, Penrose and C. L. Tutt decided 
to build the Colorado & Philadelphia 
Reduction Co. at Colorado City, Mr. 
Jackling supervised its construction 
and was made superintendent on a 
five year contract. So well did he fill 
his job that when Captain DeLamar 
shortly after decided to put up a new 
mill at Mercur, he picked out Jackling 
and offered him the job. But Jackling 
was under contract and so he put the 
matter up to MacNeill and said of 
course he was prepared to live up to 
his contract but would like to get a 


release if it could be arranged. With 
true broad mindedness MacNeil! 


waived the contract and gave Jackling 
his blessing.‘ Said Mr. Jackling in 
later years: 

“I charged DeLamar $175 a month 
for my services and thought I was 
robbing him when he accepted the 
terms.” This was in 1896. 


DeLamar’s Great Mistake 


It was while Jackling was working 
for DeLamar that he paid his first visit 
to the Bingham Canyon which was 
later to be the scene of his greatest 
success. DeLamar then owned a three- 
eights interest in what was known 
as the Bingham Canyon mines and 
he sent Jackling, then 30 years of 
age, to make the examination. He 
spent several weeks on the property, 
testing, assaying and sampling and on 
his return made a report brimming 
with enthusiasm. He pointed out that 
there was at least 9,000,000 tons of ore 
averaging between 1 and 2% copper 
and that by proper methods of treat- 
ment the property could be made very 
profitable. Captain DeLamar listened 
to all his young superintendent had io 
say and then pigeon-holed the written 
report. No one had succeeded in 
mining ore of such a grade he reasoned 
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and he wasn’t going to risk his money 
in experiments. That decision cost 
him many millions. 

But far from being discouraged the 
thought of the enormous body of ore 
in the Utah canyon haunted young 
Jackling day and night. He felt that 
if he had only sufficient~capital to 
tackle the problem on a big scale that 
he could not only make it a paying 
proposition, but an immensely profit- 
able one as well. Here his tremendous 
imagination came into play. He saw 
himself a modern Mahomet going to 
that Bingham mountain, tearing it 
apart with great steam shovels and 
running its crushed bones through 
huge mills at the rate of thousands of 
tons a day. As mining on such a 
scale had never been attempted before 
one cannot but stand in admiration at 
the boldness and vastness of the con- 
ception of this young $3,000 a year 
engineer. 


Putting Over the Big Idea 


He talked with his partners, his 
business associates and his friends day 
after day and month after month, la- 
boriously going over his figures and 
insisting that his conclusions were cor- 
rect. Finally he prevailed upon Spen- 
cer Penrose, Charles MacNeil and a 
few others in 1904 to put up the money 
for an experimental plant which should 
treat 300 tons a day. The results for 
the first year of operations justified all 
expectations for costs were less than 
10c per lb. for copper produced. Still 
the mossbacks knocked and prophesied 
dire failure when operations were tried 
on a larger scale. In Mr. Jackling’s 
mind the 300 ton mill was but a “feel- 
er” and he looked forward to building 
a mill that should handle at least 6000 
tons daily. Western capital was 
timid and so it was necessary to come 
to New York where the Guggenheims 
were induced to purchase $2,000,000 
bonds at 95. But the scope of the work 
was so great that its progress was 
necessarily slow. It is not generally 
known that it was originally intended 
to work the property through shafts 
and tunnels in the old fashioned way, 
but that Jackling conceived the plan 


of “stripping” the earthy hide off the 
side of the mountain and laying bare 
its ore bearing bodies, It was he who 
worked out the concentration process 
whereby 98 tons of waste material 
are discarded to obtain one ton of 
copper. In fact the entire process 
of Utah’s development bears the Jack- 
ling trademark. There were many and 
grim discouragments at first which 
required the highest kind of courage 
to face and conquer. At times there 
would scarcely be money enough to 
meet the large payrolls but Jackling 
kept on with a calmness and confidence 
which nothing could shake. He be- 
lieved in his proposition and his prop- 
erty with the faith of religion and 
stood ready to stake his last ounce of 
energy and his last dollar on its future. 
Among those who listened and be- 
lieved in the tale of the great copper 
mine which an unknown mining en- 
gineer was developing way out in the 
Ouquirrh mountains was a young 
Boston banker by the name of Charles 
Hayden and he placed the resources 
of his banking house behind Utah Cop- 
per and later behind: other Jackling 
properties. With adequate banking 
support it became merely a matter of 
time until the great mills standing on 
the shore of Salt Lake should begin 
their steady grind of thousands of tons 
of ore per day. They are still grinding 
and wi!l continue to do so long past the 
present generation. 

When the astonishing announce- 
ment was made that the Utah Copper 
Co. had succeeded in reducing costs 
to the astonishing figure of 8c per Ib. 
the mining world was ready to ac- 
knowledge and do honor to its new 
prophet and leader. 


Utah a Mining Marvel 


The Utah Copper Co. today is one 
of the mining marvels of the world. 
It is interesting to note that its orig- 
inal working capital was $1,000 and 
that the estimated value of the mine 
and its assets is now $500,000,000. Its 
payroll exceeds half a million a month 
and its total production of copper to 
date has been approximately a billion 
and a quarter pounds. The annual re- 
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ports show that net earnings have ag- 
regated in the last decade upwards of 
$100,000,000. On the twenty-five ter- 
races or “benches” which encircle the 
Utah mountain of ore are 60 miles of 
standard gauge track and the 21 mile 
railroad which shoots the ore by grav- 
ity down to the mills at the lakeside 
cost $3,000,000 to build. 

Describing the mining operations of 
Utah one observer said: “It is all like 
a vast moving sidewalk. The moun- 
tain wouldn’t come to Mahomet but he 
went to it and is lugging it away 
piecemeal at the rate of 45,000 tons a 
day.” 

Having completed one stupendous 
job it was the character of the man 
that he should tackle the next biggest 
thing. So we find him successively 
developing Nevada _ Consolidated, 
Chino, Butte & Superior, Ray Con- 
solidated and Alaska Gold. The 
monthly payroll on all the Jackling 
properties is upwards of $4,000,000. 

Alaska Gold is the only Jackling 
property that is anything but a tre- 
mendous success. To date it is so near 
a failure that he speaks of it grimly as 
his “imbecile child.” But those who 
know him best say that he is mulling 
over the Alaska Gold problem in the 
back of his head as he mulled over the 
Utah proposition for years and that 
some day he will find the solution to 
its peculiar problems as he always has 
of other and similar problems. 

Just at present he is extremely busy 
in superintending the expenditure of 
$150,000,000 for Uncle Sam in the con- 
struction of powder mills and it is sig- 
nificant that under the Jackling man- 
agement the first powder unit began 
» eras sixty days ahead of sched- 
ule. : 

Mr. Jackling is a tall, broad shoul- 
dered Westerner tipping the beam at 
around 225 Ibs. Soft of speech with 


the western, Will Rogers’ drawl, he 
nevertheless gives the impression of 
tremendous but 


disciplined force. 


When he works he is a martinet but 
on vacations he is a teller of excellent 
stories and an all around good com- 

anion. He finds his greatest pleasure 
in his work and in the society of his 
wife by a second marriage to whom he 
is intensely devoted. 


His Place in the Hall of Fame 


In these days af bloated fortunes 
that of D. C. Jackling would probably 
not rank very great. I doubt if he has 
accumulated more than $25,000,000, 
and maybe not as much, But he has 
revolutionized the theory of mining 
and his fame is secure as that of Bell, 
Edison, Westinghouse or Tesla. He 
has added tremendously to the world’s 
wealth for he has produced billions 
of pounds of metals where none or 
little had been produced before. 

Sure of himself and his powers he 
has no more false pride or vanity than 
a fish has fur. Prosperity has not 
softened nor puffed him up. Where 
he sits at a directors’ meeting there is 
the head of the table but he holds 
the respect of his associates by sheer 
achievement and not by weight of 
power. Generous to a fault he has 
richly rewarded those who have served 
him faithfully. In the panic of 1914 a 
man who owed all that he ever had to 
Mr. Jackling had become badly en- 
tangled in the market and faced ruin. 
He was unwilling to confess his po- 
sition but Jackling heard of it and 
wired to his bankers to take over the 
man’s account and protect him against 
disaster. 

When sitting on the rear platform of 
his private car on one of his frequent 
trips to his many properties—a trip 
by the way, which covers 7,000 
miles—he loves to talk over the early 
days of his career. And if there hap- 
pens to be a new face in the party Mr. 
Jackling will be sure to tell the story 
of how he sat disconsolate in the sun- 
set on Bull Hill a quarter of a century 
ago and meditated between banditry 
and sudden death. 








—— 



































FINANCING YOUR BUSINESS 
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Character as the Basis for Credit 
J. P. Morgan’s Methods—Advertise Your Personality— 


Sources of Two 


Kinds of Credit 





By ALBERT 


K. ELLISON 





ANY stories are told of the late 

J. P. Morgan’s apparently 
— arbitrary methods of granting 
\e or refusing credit. His meth- 
ods, however, were simplicity itself 
and were based on a fundamental prin- 
cipal—character must weigh the scales 
for or against, with other factors al- 
ways of lesser importance. 

Tangible and liquid assets alone 
were not sufficiently good collateral 
to secure an extension of credit from 
the great financier, even when accom- 
panied by known ability. These must 
be backed by good faith, the will to 
pay. Tangible assets have a way of 
becoming intangible and liquid assets 
of vaporizing into thin air, if the known 
ability of the borrower should exer- 
cise itself in financial legerdemain. 

Conversely, the borrower who had 
the intangible asset of character, plus 
ability, could secure the coveted ac- 
commodation even when .comparative- 
ly shy on this world’s goods. He could 
be depended upon to conserve his slen- 
der material resources and to use his 
ability to convert the intangible into 
the tangible by his indomitable will to 
pay. He would consider himself mere- 
ly as the custodian of the banker’s 
funds, and if necessary would make 
his interests subservient to theirs. 

This principle is observed more or 
less consciously by all lenders of 
money, except those contemptuously 
designated in get-rich-quick circles as 
“suckers,” from whom credit is not 
sought by legitimate borrowers. To 
whatever source the borrower goes for 
funds, banker, business man, friend, 
relative or the supposedly gullible pub- 
lic, the measure of his character is tak- 
en to some degree, 






First Establish Your Credit 


In merchandising, it is necessary to 
tell your story in some form through 
advertising in order to move your 
goods, either in store windows, on bill 
boards, in street cars, through electric 
displays, circularizing, newspaper or 
magazine copy.* Otherwise the mer- 
chant’s shelves would become the de- 
positary of the manufacturing art and 
styles of older generations—interesting 
but not useful in a work-a-day world. 

The use of advertising in the form 
best fitted for the peculiar needs of 
your business is one of the surest in- 
dices of business capacity. To be a 
succesful merchant, it is not enough 
that your stock be high grade, attrac- 
tive and moderate priced. It must be 
known to be so, and each article sold 
must be exactly as described, without 
mental reservation, even if you have to 
go to the extent of pointing out not 
readily discernible flaws. Then your 
purchased publicity will be supple- 
mented by that which money cannot 
buy—word-of-mouth advertising, the 
most valuable of all. This establishes 
your good faith as a merchant and 
makes for the growth of your material 
assets. 

It is as necessary in starting your 
business to stock up with credit as it 
is to stock up with merchandise—no 
matter how strong your cash resources, 
to provide for business and financial 
contingencies and opportunities. The 
payment of cash for merchandise does 
not necessarily reflect a sound business 
condition or good judgment. It is often 
interpreted variously as a sign of in- 
ability to obtain credit, of capital too 
large for the volume of business 
transacted — indicating poor initial 
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business judgment, or of incompetent 
salesmanship in keeping goods moving. 

There are two main reserves of 
credit with which you must be pro- 
vided—of money and of merchandise. 
After determining the most desirable 
sources for each reserve, they must 
be built up consistently. Should your 
business have been on a cash basis with 
your jobber, to ask credit for an ex- 
ceptionally large bill of goods in or- 
der to take advantage of an unusual 
demand, would naturally excite sus- 
picion. Also, had you not been a bor- 
rower, suddenly to ask your bank, or 
other source of credit, for the use of 
money to finance a purchase of goods 
on an advantageous matket would 
similarly occasion doubt. 

Advertise Your Personality 

Thus you cannot afford to let your 
innate modesty stand in the way of 
advertising your personality, your 
most valuable business asset. If, for 
example, for the needs of your busi- 
ness your bank should be the most de- 
sirable source of credit, you must ad- 
vertise there your good faith and busi- 
ness methods, You must state the 
exact condition of your business, your 
assets and liabilities, the time of the 
payment of the solicited loan, with- 
out exaggeration or mental reservation. 
You must build up the bank’s confid- 
ence in your integrity from the start, 
first, from small loans obtained on 
strictly truthful statements, even when 
such loans are not absolutely impera- 
tive in your business, then gradually 
increasing until with the passing of 
years your credit is established on an 
unshakable basis. This credit in times 
of panic, business depression, or to be 
utilized for exceptional opportunities, 
will prove to be of incalculable value 
to your business. 
_ It is merely assumed in this example 
that your bank is the most advantage- 
ous source from which to obtain the 
use of money. As a matter of fact, it 
requires nice business judgment to de- 
termine your proper source of credit. 
Banks do not go into partnership with 
their clients, therefore they are not 
the proper source from which to seek 
money for permanent improvements 


in your business. They must keep their 
resources liquid, and know in advance 
what their cash balances will be from 
time to time. Should you appeal to 
your bank for a loan for this purpose, 
it could only result to your injury in 
lowering their respect for your busi- 
ness judgment. 

In seeking for funds for investment 
in your business, you must turn to 
business men, friends, relatives, or the 
public. With them, equally as much as 
with the banker, you must make cer- 
tain that they know your business 
methods and ideals—in short, your 
character, 

To constitute character as a basis of 
credit, something more is needed than 
past and present business integrity. 
If you are extravagant, loose or of a 
gambling spirit in your private affairs, 
this will inevitably reflect on your 
credit, on the logical assumption that 
the qualities shown in your private life 
may at any time under strong duress 
or temptation be exhibited in your 
business affairs. This does not mean 
that the business man must be an an- 
chorite—merely that he should live 
within his means and not in a manner 
to shock the sensibilities of those who 
know him. Modern business is more 
and more demanding clean methods 
and clean men. 


Confidence in Yourself 

In seeking for capital for your busi- 
ness your proposition must be sound 
and to make your efforts successful 
you must yourself be convinced of its 
soundness. If you are thoroughly con- 
vinced that your enterprise, whether 
or not it involves a new principle, 
whether it is a conventional mercan- 
tile business, or is based upon a new 
invention, involves no great risk and 
that the chances for profit fully war- 
rant such risk as there is, your battle 
is half won. 

Your confidence in yourself is one 
great test as to your ability. If you 
cannot convince yourself you must fail 
in persuasive force with others. All 
great businesses have been started by 
men who had confidence in themselves 
and who inspired confidence in others 
—the money has always been forth- 
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coming. It is a question of your re- 
sourcefulnes in advertising your prop- 
osition and yourself in the sources, 
which have been indicated here, where 
credit may be obtained, 

If your friends, or relatives, have 
financial resources, your needs in 
founding a business frequently can be 
met by them. Your character is known 
to them by years of intimate tests. 
Your personal note may be sufficient 
security, backed by their knowledge of 


your good faith. If you carry life insur-. 


ance, you can raise money on that, or 
even on household effects. If the fore- 
going sources are not available to you, 
go to the public with an exactly truth- 
ful statement of your proposition and 
prospects. Incorporate your business 
and sell partnership participations in 
the form of stock certificates. Pro- 
motors of wild-cat schemes from times 
immemorial have succeeded in playing 
on the public’s credulity, nevertheless 
the public gives instinctive recognition 
to sincerity. 
Real Estate as Collateral 

Provided your business is establish- 
ed and real-estate is among its assets, 
you may issue bonds with this prop- 
erty to secure them on a conservative 
basis. With these bonds you can ap- 
peal to business men, friends, relatives, 
the public and bankers alike. To the 
latter, however, only as collateral for 
a loan and when there is an established 
market place for them, in case you 
should fail to pay off your loan. 

If your business is of such nature 
as to require the attention of another 
executive, you should seek a partner 
who will invest capital along with his 
services, The danger in this course is 
that the partner secured may not have 
the requisite ability, and that his busi- 
ness methods and ideals may not meet 
with your approval. Great care should 
be taken in the selection of the proper 
personality. 

While it is not proper to apply for 
banking credit to be used in your busi- 
ness as a permanent investment, there 
are many cases where it is advisable 
and necessary to avail yourself of a 
bank’s facilities. Banks are dependent 
for their earnings upon the interest re- 





ceived from their loans. They make no 
large manufacturing profits nor prof- 
its from business schemes where risks 
are high. This is the reason that they 
must scrutinize carefully the nature 
of collateral which secures their money 
and why such emphasis is placed by 
them upon the character of the bor- 
rower. 

Quick Assets Plus Good Name 

Quick assets, backed by your good 
name, are the most desirable collateral 
for the banker. He can merchandise 
his money in this way, or turn it over, 
several times in a year. These assets 
include accounts and bills receivable, 
an exact description of which must be 
given, whether good, bad, or indif- 
ferent, and marketable securities not 
otherwise pledged. Inventories should 
be added if they are readily salable. 
A clear definition of quick assets is, 
“Those which can be converted into 
money readily and quickly.” 

It is, therefore, advisable to go to 
your bank for loans only when the 
money borrowed is for temporary pur- 
poses, such as the purchase of goods 
readily salable, to tide over seasonal 
periods of dulness when inventories 
are accumulated, to take advantage of 
unusually advantageous opportunities 
for the purchase of merchandise, etc., 
and only when your quick assets are 
sufficient to warrant the loan, except 
when your proposition or an emerg- 
ency calls for the full use of your 
credit, built on confidence in your 
character over a long period, when full 
explanation should be offered your 
bank. 

Thus in founding and developing 
your business the sources of credit are: 

Banker, Business man, Friend, Rel- 
atives, The Public. 

The assets to secure the loans are, 
in order of importance: 

Character, Ability, Property. 

Your success depends on building 
right both your business and your 
credit from the start, which can only 
be done by analyzing thoroughly the 
nature of your business and applying 
to the proper source of credit with the 
proper assets. 
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“Will Oversubscribe 
Big Loan”—J. H. Schiff 

“Billions do not frighten us and the 
new Liberty Loan will be oversub- 
scribed,” said Jacob H. Schiff in a ring- 
ing speech at one of the Liberty Loan 
noonday rallies held at the Sub-Treasury 
in Wall Street, New York. The ven- 
erable banker said, in part: 

“It is not true that the American people 
are—as our enemies have so _ frequently 
claimed—materialists, devoted solely to the ac- 
quisition of wealth. To the contrary: In con- 
trast with the Central Powers, we seek not 
aggrandizement and domination; we do not 
desire to gain anything from this war, except 
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the security of the nations and the freedom 
of the peoples of the earth. To attain this, our 
soldiers are shedding their blood and we our- 
selves are ready, if need be, to sacrifice all our 
possessions. 

“Standing here, as on Pisgah’s Heights, and 
like Moses of old, looking down into a Prom- 
ised Land, which I cannot hope at my age to 
enter, yet my eye can perceive how in times to 
come the sacrifices we are beginning now will 
bear rich fruit in making this a happier world, 
will assure to our own posterity and to man- 
kind in general great blessings, because the 
brotherhood of man shall have become a real- 
ity, selfish strife and class hatred shall have 
disappeared. 


“Should we for so lofty a purpose not gladly 
again and again come forward to furnish with 
open hands the great sums needed by the Gov- 
ernment? And, withal, no sacrifice is involved 
in this. We are not asked to surrender any- 
thing we possess—as we would readily do, 
were it necessary—but only to lend to our 
Government at good interest with partial free- 
dom from taxation. ; 

“Billions do not frighten us, six billions— 
what of it, we shall find them—and when the 
nineteenth of October comes around, we shall 
surely have gone over the top.” 


Bankers Discuss 
Peace Problems 
In view of the momentous times, the 
Forty-fourth Annual Convention of the 
American Bankers’ Association, recently 
held at Chicago, was a history-making oc- 
casion. The dominant note was one of 
supreme confidence in-American arms 
and America’s resources and people. We 
quote herewith excerpts from some of 
the more important speeches : 


Secretary of the Navy Daniels: 

“We are today well into the second year of 
our participation in this war. We are spend- 
ing more money in a day than we spent at 
one time in a year. We are asking you and 
our people for billions, many billions at a time. 
We have diverted to war much of our national 
industry, by which money is normally accumu- 
lated by our people, and yet you are able, to- 
day, to attend this convention, with no fear of 
panics at home, with no anxious inquiries after 
possible telegrams of financial troubles at the 
hotel desk, with balance sheets of actual prof 
its more satisfactory than they have ever been 
before, as undisturbed, as unafraid as if we 
were in the middle of the ‘piping’ times of 
peace. 

“Think of it, gentlemen; you have paid out 
over your counters already over six billion 
dollars for Liberty bonds, out of the total of 
$9,975,000,000 allotted, and yet your resources, 
instead of shrinking, have grown in the year 
preceding last May from $16,000,144,000 to 
$18,000,249,000, an actual increase of more than 
two billion dollars; and the national banks of 
our country at this date exceeds by more than 
one billion dollars the whole world’s produc- 
tion of gold from the discovery of America in 
1492 up to the year 1917.” 


Charles H. Hinsch, president of the 
association : 
“The new era for business is not going to 
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begin when the war ends—it has already be- 
gun. It began when the war began, even for 
us. Commerce and production are the aims of 
the nations, and commercial domination has 
been the aim and purpose of Germany. Peace 
as the result of military adjustments might be 
simple, but peace as the result of the settle- 
ment of commercial differences and spheres of 
control will be difficult or impossible without a 
military victory. Every discussion of possible 
terms of peace makes still clearer Germany’s 
purpose to retain the foundation of her com- 
mercial power, which goes hand in hand with 
her military power, so that, if she is to cease 
to be a menace to the peace of the world, Ger- 
many must be overcome commercially as well 
as militarily. The single alternative is that 
she be so placed and give such guarantees, if 
that is possible for a nation with no sense of 
respect for a solemn treaty, that she may be 
accepted again as a member of the league of 
nations. 

W. P. G. Harding, of Washington, 
governor of Federal Reserve Board, told 
how insidious forms of propaganda were 
hindering the government in its work of 
financing the war. He made strong de- 
nial of one feature of it, that the govern- 
ment intends to confiscate bank deposits. 


“The report spread broadcast that the Gov- 
ernment intends to confiscate the bank deposits 
is nothing more or less than deliberate false- 
hood,” he said. “It is German propaganda. 
Because of the spread of these reports, large 
amounts of money in the aggregate are being 
hoarded by workmen who are now making 
high wages and who refuse to bank them. 
They hide their savings in old shoes, bury 
their money or carry it secreted on their 
persons.” 


“Banking Evolution” was the subject 
of an address delivered by Charles H. 
Sabin, president of the Guaranty Trust 
Co., of New York. He said, in part: 


“New conditions require new systems. 
Change is the mark of progress. Our financial 
system, like any living organism, fulfills its 
function through growth. So, today, as bank- 
ers charged with responsibility in the further- 
ance and guidance of that growth, we should 
properly give consideration to the problems 
and opportunities it presents. From every 
angie this growth should be studied, and its 
possibilities for good and evil measured. From 
the viewpoint of state banking, national bank- 
ing, and international banking, there are pros- 
pects and tendencies which demand analysis 
and understanding. My thought in discussing 
the subject to which I have been invited to 
respond, is not so much to present conclusions, 
as, if possible, to stimulate thought and imagi- 
nation. I assume that if these qualities are 
aroused in all of us, and our minds are alert 
to the signs of the times, decision and action 
will follow in due course.” 


Samuel Untermyer, of New York, 


counsel for the National Association of 
Railway Security Owners, speaking on 
“Operating Contract and the Future of 
Railroad Securities,” said, in part: 
“Common stocks of the safest and most 
prosperous of the roads, the continuance of 
whose dividends are the best secured and 
where standard returns show margins of from 
40% to 60% over the dividends that are being 
pas. are today selling on a basis of between 
% and 8% return. Can there be any doubt 
that with a 4% Government guarantee they 
would command a higher price? _ : 
“Reviewing the problem in all its various 
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aspects, there may be reasonably deduced from 
the situation the conclusions (1) that the well 
secured bonds of prosperous roads are not 
likely to suffer substantial shrinkage; (2) that 
the at present indifferently secured bonds will 
be subject to serious deterioration in value; 
(3) that the established dividend-paying stocks 
will be somewhat injuriously affected ; and (4) 
that the values of the non-dividend earning 
stocks will to a large extent be eliminated.” 

Francis H. Sisson, vice-president of 
the Guaranty Trust Co. of New York, 
on “The Effect of the War on Railroad 
Securities,” said, in part: 

“The future value of railroad securities will 
not be determined, even during the period of 
Government operation, and still less in the 
period of transition from Government back 
to private operation, by the compensation 
which the Government may pay the companies, 
or by the way in which it may maintain the 
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properties. As the prospect of the return of 
the railways to their owners as the act con- 
templates becomes more imminent, the ratio 
between earnings and expenses will become a 
more and more important factor in determin- 
ing the value of the securities. 

“It seems reasonably certain that after the 
contract has finally been executed by the roads, 
railroad stocks will be placed in about the same 
class as railroad bonds, since, with their earn- 
ings definitely limited and guaranteed, specula- 
tive possibilities will be largely eliminated from 
them and their prices should not greatly fluc- 
tuate. 


Outlook for 
Values After War 
The National City Bank in its October 
circular says relative to war inflation in- 


fluences and effects: 
“After the war is over, there will be a 
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change of all conditions. When the Govern- 
ment orders are finished and paid for, unless 
a similar volume of equally urgent demands 
spring up from new sources the inflation of 
credits will subside. Bank loans and deposits 
will decline and the percentage of bank re- 
serves will rise. This would mean a readjust- 
ment of values toward the pre-war basis. Evi- 
dently the course of this readjustment will be 
governed by the industrial situation and pros- 
pects at that time. If the transition from war 
conditions to peace conditions is fortunately 
accomplished, if industry is well sustained and 
free from disorganizing controversies, so that 
both the investing and consuming power of 
the country is large, the establishment of a 


feeling of full confidence is likely to be fol- 
lowed by one of the greatest periods of con- 
struction and expansion the country has ever 
known. The future of wages, prices and 
values in general will depend upon harmonious, 
highly organized, efficient, well-balanced indus- 
try, creating new wealth at a rate sufficient to 
satisfy the growing wants of the people.” 


“Commercial War 
Ahead”—A. B. Hepburn 
A. Barton Hepburn is of the opinion 

that following peace commercial warfare 
will be waged throughout the world with 
treaties and tariffs as weapons. Eng- 
land, he says, will have a protective tar- 
iff, and so-called free-traders and their 
doctrines will be relegated to the field 
of academic discussion. If America is 
to succeed after the war, he says, Ameri- 
can business must have the support and 
encouragement of our Government, the 
same as business in other countries has 
the support and encouragement of their 
Governments. 


According to Mr. Hepburn, who contributes 
an article to Chase, a magazine published by 
the Chase National Bank, the two most con 
spicuous elements of German success are bluff 
and bribery—a swish of bayonets to frighten, 
and the insidious and unconscionable use of 
money whenever her rivals and enemies were 
sordid enough to accept it. zo 

“There will be an intensity of competion for 
international trade, quite as unprecedented 
compared with former years as the present 
war is unprecedented compared with former 
wars. ‘German efficiency,’ which has loomed 
so large in the past, will become comparatively 
a thing of the past, and in view of all the 
handicaps she will encounter, it would seem 
that she must, for years, fall behind in the 
race for international trade. Can you imagine 
a German, Bulgarian or Turkish loan floated 
in the United States after the close of the war? 
Can you imagine American bankers and busi- 
ness men permitting themselves and their 
credit to be used, indirectly, in the interests 
of Germany or any of her allied countries?” 


McAdoo Praises 
Bankers 


In complimenting the two New York 
banking firms which made possible re- 
newal without increased charges of 80% 
of $22,500,000 short time collateral notes 
of Baltimore & Ohio, due October 1, 
Director-General McAdoo took occa- 
sion to praise bankers of the country gen- 
erally. It is assumed Mr. McAdoo meant 
Kuhn, Loeb & Co. and Speyer & Co., as 
these firms handled most of the Balti- 
more & Ohio renewals. 
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Director-General McAdoo said: 


“My duties as Secretary of the Treasury and 
Director-General of Railroads, involving raising 
of enormous sums, have been greatly lightened 
by reliance I have come to feel on the whole- 
some public spirit of American banking fra- 
ternity. 

“With but few exceptions they have shown 
themselves willing and eager to help in dis- 
tributing the financial burden of the war that 
is now being carried with an ease that sur- 
prised the world. 

“They have helped educate the financial com- 
munity to a broader vision and to widen the 
field of investments in this country, and in so 
doing have been themselves benefited, for from 
being American bankers they have become 
world bankers with all the duties and oppor- 
tunities that description implies.” 


Bonds as 
Peace Indicators 


Bankers and bond men have devoted 
much study to the course of interest- 
bearing securities since the German re- 
treat began in the West, seeking for in- 
dications that prices of bonds are dis- 
counting the end of the war. 

Along this line Howard S. Mott, vice- 
president of the Irving National Bank, 
has prepared the result of the study of 
charts on bond prices in connection with 
the historical developments of the civil 
war. 

He finds that the quotations of six 
standard railroad bonds, figured in the 
equivalent of their gold value, began to dis- 
count the end of the conflict six months be- 
fore General Lee’s surrender at Appomat- 
tox. About half the decline of prices suf- 
fered in the earlier years of the war was re- 
covered in this period. Subsequent to May, 
1865, when the Confederate Army was dis- 
banded, bond prices fluctuated narrowly, 
and it was not until 1869 that average quo- 
tations passed above the average for the 
same bonds in 1861. : ; 

“It may be that the victorious reaction 
of the allied armies has begun a continuous 
offensive which will shortly end the war, 
but the probabilities run counter to so for- 
tunate an event. Practically never has it 
been true that the destruction of a great 
army or of a military power has followed a 
‘defensive victory’ within a comparatively 
short time. Usually there follows a long 
period of hard fighting before the beaten 
enemy yields. 

“Defeat left the South utterly prostrate. 
The German people have no wish to be de- 
stroyed. Germany does not yet admit de- 
feat, and no doubt it will take hard fighting 
to convince her that the game is up. It may 
be that Germany will recognize the inevit- 


able sooner than a mere military analogy 
might lead us to expect. In any event, 
judging by the civil war comparison, bond 
prices should discount peace by at least six 
months.” 


Financing in 

Peace Times 
The question, “How will the world 
finance its after-war business revival?” 
is discussed in The Americas, published 
by the National City Bank of New York. 
It points out that there are in prospect 
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two great phases of industrial develop- 
ment in the world. 


One is the intensification of the devel- 
oped industry of Europe and America, 
through electric and gas power, improve- 
ment of machinery, a more general applica- 
tion of science and research, and better 
training and organization of human work- 
ing forces. The other is an extension of 
general production of native raw materials 
and quite a little constriction of new local 
manufacturing, in developing regions of 
Asia, Africa, Oceania, South America, 
Eastern Europe, and the underdeveloped 
parts of the northern half of the Western 
Hemisphere. 

In discussing how the great expansion 
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in enterprise will be financed after the war, 
The Americas says: 

“The leading manufacturing nations will 
probably divide their first years’ energy of 
production between the rehabilitation of 
Europe, the renewals and _ betterments 
necessary in existing plants, the big na- 
tional projects now talked of, and the fur- 
nishing of capital in the form of surplus 
manufactures of ‘capital goods’ and_in- 
cidental supplies to the developing coun- 
tries. The most important element in their 
relative power to produce the surplus will 
be the organization of their industries and 
their financial facilities. 

“We ought to have a great surplus for 
exportation—in fact, our business interests 
today look for the necessity of export busi- 
ness to take care of that. And we are 
building up special facilities for handling 
with safety our foreign investments and 
other large phases of finance that will be 
typically American and that will go far in 
doing for us what the international secur- 
ity markets of Europe have done for the 
countries there. 

“It looks as if any nation which does 
not handicap itself should have all the busi- 
ness its busy people can handle for a de- 
cade after peace comes, helping the whole 
world become prosperous, and without any 
warrantable conflict of national interests 
that should mar international good-will.” 


Enormous Demand 
For Copper 


The American copper industry has 
kept the war demands of England, 
France, and Italy well supplied with 
metal, although there is little to spare 
for commercial use in those countries. 
It is with an eye to the future demands 
for war purposes in the countries of 
the European Allies, as well as at home, 
that the producers and refiners are 
straining évery nerve to keep produc- 
tion at a high level. 

“Judging from available data,” says 
Copper Gossip, “recent domestic melting may 
be estimated at approximately 130,000,000 
pounds a month, or at the rate of 1,560,000,- 
000 pounds annually. The apparent United 
States consumption in 1917 was 1,316,463,754 
pounds, and that for 1916 was 1,429,755,366 
pounds. Compared with the pre-war pe- 
riod, consumption has greatly eclipsed the 
best records of peace years. Current needs 
for copper are therefore seen to be of rec- 
ord-breaking dimensions, and to meet the 


great expansion in demand it will be neces- 
sary to maintain aggregate production at 
top speed. 


Normal Ship 
Tonnage in 1922 


There are those who believe that 
shipping rates will continue high and 
earnings large on shipping stocks long 
after the war. Others believe that our 
present rate of production will make 
up fully for the wastage of war in 
the not distant future. Both sides will 
be interested in the remarks by E. N. 
Hurley, chairman of the U. S. Shipping 
Board, who said to the Philadelphia 
Chamber of Commerce: 


“We are building ships of an aggregate 
value nearly equal to the total of the Fourth 
Loan. We are building these ships to win 
the war. Every ton that we can launch and 
deliver is going into the bridge of ships to 
France, with the exception of a very few 
vessels put into coastwise hauling for war 
purposes, such as the New England coal 
trade, which feeds the munition factories, 
and a few others sent down to South 
America or across the Pacific to bring us 
indispensable war materials from other 
countries. Every bit of energy which we 
can put into this task is needed now, be- 
cause the enlargement of the military pro- 
gram has brought its unforseen shipbuild- 
ing responsibilities. 

“All records for shipbuilding were broken 
during August, when about 360,000 dead- 
weight tons of steel, wood and composite 
ships were delivered. This is the best 
showing ever made by the shipbuilders of 
America. 

“We have been doing well and we will 
do better. 

“The nation has recognized the ship- 
building industry in and around Philadel- 
phia as the Clyde of America. Forty per 
cent of our shipbuilding program is centered 
along the Delaware River, hundreds of mil- 
lions of dollars are being spent here by the 
Government for ships and shipyards, hun- 
dreds of millions more are being spent for 
munitions, produced in factories all over 
Pennsylvania. All the nation asks is that 
you lend her part of the money she gives 
you.” 

Mr. Hurley stated that on the basis 
of present output the world’s shipping 
tonnage will be back to normal in 


above 1922. 
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How Much Will Your Heirs Inherit? 


UST as the net changes in the 
transactions in bonds and 
stocks are indicated by a plus 
or minus sign at the end of a 

newspaper column, so the net financial 
result of a man’s life struggle for exis- 
tence and fortune is summed up in the 

answer to the question, “How much did 

he leave?” 

George E. Barrett, in his forthcom- 
ing book, “How to Invest,” will show 
that only three men out of every hun- 
dred who die leave $10,000 and over. 
Seventeen others leave estates of from 
$2,000 to $10,000, but eighty out of 
every hundred leave no income pro- 
ducing estate, and no tangible assets. 

As the result, only eighteen widows 
are left in good circumstances. Forty- 
seven others are obliged to labor for 
existence, and often lack the simple 
comforts of life. The remaining thirty- 
five are left in absolute want and de- 
pendent upon charity and relatives. 

What will be the answer when your 
will is read? 

No one will stop to explain that you 
once made fifty or one hundred thou- 
sand. It is the net sum in the bank 
or the safe deposit or in real property 
that measures the monetary success or 
failure of your efforts through twenty 
to fifty years of business life. Any mil- 
lionaire will tell you that it is easier 
to make a million than to keep it. 
Comparatively few oppose you in your 
getting it, but everyone wants to take 
it away from you. 

The final objective in a man’s money- 
making should be not the gathering of 
money, but its safe investment after it 
is once secured. All trading opera- 
tions, whether in the market or in com- 
mercial lines, should be but the means 
to this end. 

Do you want your widow to be one of 
the forty-seven per cent who not only 
have to work for their living, and per- 
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haps support some children, but who 
do not have the simple comforts of life? 
I am not trying to sell you life insur- 
ance, but simply to impress upon you 
what must be regarded with greater 
and greater concern as you grow older. 

Ten years ago I never gave a thought 
to this subject—my whole idea was to 
make money and I made it easily. To- 
day I want to make, and do make 
money, but it is always with an eye to 
permanent future income. I want to 
buy things that will grow and pay a 
big percentage on their cost after they 
have matured. I want a lot of Govern- 
ment bonds at par or below, not for 
what I hope to make out of them so 
much as for the assured income. And 
the farther off the maturity date, the 
better I like them. 

It is time to stop and think what 
will happen to you and your family 
five, ten, or twenty years from now if 
you continue on your present course. 
Then, if you find need of it, so alter 
your course that you will not be one of 
the ninety-seven per cent who leave less 
than $10,000 or the eighty per cent 
who bequeath nothing; so that your 
widow will not be one of the thirty-five 
per cent who are left in absolute want 
and dependent largely upon charity. 

The business of making money in and 
safely investing in stocks and bonds is 
a peculiarly advantageous one because 
it can be learned in your spare time, 
much of which is otherwise wasted. It 
need not interfere with your regular 
line of business. 

Half an hour every evening persis- 
tently devoted to the study of securi- 
ties and finance may be all that stands 
between you and independence for your- 
self and family. You cannot learn the 
real stuff by dropping in at your bank- 
er’s or broker’s office after lunch, for 
there you hear things that confuse and 
do not educate. 

It requires study, thought and prac- 
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tice. This you should do when you are 
alone. 
Try it. Think of your future—and 
theirs. 
i 


Chronic Holdings 


Morosini was a former partner of 
Jay Gould—quite a character and re- 
sponsible for a number of quaint say- 
ings, among which was the following: 
“I don’t want any of dem dead stocks. 
It taka you ten seconds to get in and 
ten year to get out.” 

In looking over some of our recent 
inquiries we are reminded of Morosini’s 
remarks by a communication from a 
subscriber who writes that for ten years 
he has been carrying one hundred and 
twenty shares of Southern Railway 
common which he purchased at about 
82. He asks whether it would not be 
better for him to sell it and purchase 
some other stock than to wait for a 
chance to get out even or at a profit 
and continue to pay six per cent in- 
terest. 

Six per cent does not amount to so 
much for the single year, but over a 
ten year period it means sixty per cent, 
and sixty per cent of 82 is over nine- 
teen points, bringing the cost of his 
stock up to 51. His position is very 
unfortunate, as there seems no immedi- 
ate chance of his realizing this figure. 
To sell out now would be to accept this 
loss even though it might be made up 
later, through his purchase of another 
security, but the moment he realizes 
upon his stock he must charge off his 
loss, regardless of other prospects. 

The mistake, which as we now see he 
made in 1908, is such a common one 
that I don’t believe many people realize 
the amount of risk which they incur in 
such cases. Somehow people seem to 


think that in buying a low priced stock 
they are safer than if they bought a 
higher priced security. My experience 
is that the opposite is more often true. 
Securities sell at high prices because 


they are worth more than the non-divi- 
dend paying issues which have only a 
speculative value. 

In 1908, 1909 and 1910, Southern 
Railway did not sell above 34, but even 
that was a high price compared with 
1907, in which year the company had 
great difficulty in financing itself 
through the panic. And for a time 
there was a grave question as to its 
ability to keep out of the courts. The 
stock actually touched 9%. 

I wonder if our friend realizes what 
he has really lost in this transaction, 
and how much better it would have been 
had he bought a smaller number of 
shares of a higher priced stock that 
was paying a dividend. The amount 
of his investment was $3.840. With 
this he could have bought a stock like 
Southern Pacific, which in 1908 was 
paying 6% just as it has ever since. 
Even if he paid par for it he would 
have had a net return on his money 
of $230.40 per annum. 

But he would undoubtedly have done 
better than this. His Southern Pacific 
within a year or two would have risen 
to 189%, giving him an opportunity 
to take a 80% profit at least. He 
might have sold and re-invested his 
money during a period of low prices in 
such a way as to yield him, perhaps, an 
average of 10% per annum in addition 
to his 6% dividend. A careful, con- 
servative investor who has the patience 
to wait for low prices should be able to 
buy bargains at figures that will per- 
mit him to realize, on the average, 10% 
a year in addition to his dividends. 

His actual Joss, therefore, in tying 
his money up in a non-dividend paying, 
speculative stock, bought on top of an 
important rise, figures out about as 
follows: 


Income from 6% divs. on $3,840 for 





10 years (compounded annually). $3,030 
10% possible profits annually on 
$3,840 (compounded annually)... 6,110 
Depreciation through fall in price of 
stock (now about $27).......... 
ME 25 Sothathenseacghos as $9,740 
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Even if we eliminate all possible 
profits resulting from buying in panics 
and selling in booms, his loss is still 
substantially equal to the entire amount 
of his original investment—instead of 
being $600, as he might figure it by 
merely looking at the price of his 
stock. 

The above illustration is purely theo- 
retical, but it serves to prove how great 
a risk is undertaken by investors who 
buy low-priced, non-dividend paying 
stocks on the ground that they are 
sticking close to shore, and are there- 
fore safer. 

There is a very simple preventive. 
To paraphrase an old adage: Two 
points of stop order prevention is 
worth forty points of cure, or in this 
case, loss. Of course he didn’t realize 
when he bought in 1908 that his 
120 Southern Railway would become 
a chronic holding and that in 1918 he 
would look back and see what a mistake 
he had made. If he had been able to 
foresee all this, and some one had at 
that time suggested that his risk be 
limited to two or three points, he would 
have thanked him and immediately 
placed the stop order. 


But not being gifted with second 
sight or foresight, he probably would 
have replied to such a suggestion, “Oh, 
no, I wouldn’t like to sell it at 80 after 
I had paid 32 for it, and I never like 
to use stop orders anyhow, because 
they are apt to be caught. Besides, I 
only bought it for a turn.” 


I hope the above figures will make 
him and the thousands of others who 
read this and who are constantly mak- 
ing the same kind of mistakes, realize 
the risk they run in making speculative 
ventures which seem innocent enough 
at first, but which carry with them the 
possibility of very great losses in pro- 
portion to the expected profit and the 
amount of money involved. 


Switch into Long Term Bonds 

Investors generally have very little 
regard for the maturity dates of their 
bonds. But at the present time close 
attention should be given to this point. 
There will probably be, in the next 
quarter century, no such opportunity 
to secure long term bonds at the yields 
which are afforded by current prices. 

A glance at our “Bond Buyers’ 
Guide” will enable you to see exactly 
what I mean. On page 898 of our Sep- 
tember 14th number you will find at the 
top Chicago, Burlington & Quincy joint 
4s of 1921, netting 6.80%. These 
bonds are due in three years, and the 
return, considering the character of the 
security, is very large. But this return 
will not last for long, and wise investors 
are switching out of the Burlington 
joint 4s, into other bonds that will pay 
a liberal percentage for many years to 
come. That is why the Burlingtons 
sell at 9834—their very price indicates 
that other people are looking far 
ahead. 

For the man who wants a three-year 
investment, these Burlington bonds are 
ideal—just the thing for the soldier 
who is going to France and expects to 
be away one, two or three years at the 
most and then wants to use his money 
for business purposes. But the ordin- 
ary investor, who expects to remain 
here, and is regularly re-investing what 
surplus is left after war taxes, should 
look beyond the time when his present 
holdings will become due. 

Even though you sacrifice a small 
percentage of yield by selling your 
shorter term bonds, you will regain it, 
and more, by the greater number of 
years on which the high rate will be 
paid on the long term securities. 

Investment bond yields are con- 
trolled by the money rate. If time 
money was 312%, you would see these 
Burlington joint 4s around par, and 
the list of first grade railroad bonds 
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which are not legal for New York State 
savings banks, but which are sound in- 
vestments just the same, would be yield- 
ing from 4 to 5% instead of 4.90 to 
6.30%. This means that they would 
be selling at much higher prices in the 
market. 

If you have a bond which has eight 
or ten years to run, the advantage 
would still be in favor of switching into 
a bond running thirty or forty years, 
because of the bargain prices prevail- 
ing. -It is the price you pay that de- 
cides the yield on your bonds up to the 
date they become due. Make sure of 
this yield for many years, not a few. 

To switch out of the short term, and 
into long term bonds is therefore the 
correct thing to do now. 

Remember, the three cardinal prin- 
ciples in selecting investment securities : 
(1) Safety of principal, (2) Income, 
and (8) Marketability. The fourth, 
while also important, is not so much so 
as many people believe. I refer to the 
possibility of increase in market price. 
A genuine investor is concerned chiefly 
with income and yield. He does not 
care to realize on a bond because it has 
advanced ten per cent over what he 
paid for it, because he knows that real 
investment securities, being governed 
by the money rate, rise and fall more 
or less in unison. To sell one bond and 
buy another of the same class would 


therefore realize a profit but would 
necessitate re-investing at the- same 
level as that at which he sold. It is 
like stepping from one automobile to 
andéther while both are traveling in the 
same direction, both having the same 
destination. 


Bonds marked second grade in our 
“Bond Buyers’ Guide” afford some ex- 
cellent opportunities, especially in view 
of the Government’s control of the rail- 
roads. There is practically no possi- 
bility that any large railroad system 
will be allowed to get into financial diffi- 
culties for the next few years and with 
this safeguard investors have a some- 
what wider field to choose from. By 
looking over our recent series of ar- 
ticles on the reorganized rails, one can 
judge which are the best of the second- 
grade railroad bonds and it is these 
which, if carefully selected, will afford 
the greatest satisfaction and the largest 
yield for the longest possible term of 
years. 


This is a time for careful discrimi- 
nation and wise choosing. The reward 
will come in a yield such as will not be 
duplicated in many a year and which 
will continue for many years to come. 





ALL BULL 


After reading your weekly publication, I am thoroughly convinced that the quotation 
for every stock on the Curb is bound to punch holes in the roof. It is typical of the Curb 
market that the sky should be the limit, and this is well “typified” in your pages. 

As I scan column after column of optimism I do not see how I can possibly lose by 
purchasing a single security named therein, so I have decided to stop reading, poke my 
finger through the sheet and buy whatever I hit on the other side. 

Your editor is the King of Optimists, otherwise I don’t see how he could hold his job. 
True, he is aided by the fact that 95 per cent of the people only know how to buy and not to 
sell, but why should he strive to wipe out the pessimism of the remaining 5 per cent? 

There is a game in vogue among some brokerage houses which is called “Loading ’em 
up and keeping 'em loaded.” Surely you would not like to have the impression created 
among sophisticated people that your paper has any such intent. 

So why not give us something bearish by way of occasional seasoning. The taste of 


Dear Bee & Jay :— 


“all bull” is too monotonous. 


Cheerfully yours, 
FLUENT LOSER. 
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BONDS 4” INVESTMENTS 


Announcement of Awards 
in the 


Liberty Bond Prize Contest 


After the most careful consideration of the many admirable manuscripts submitted 
in THE MAGAZINE OF WALL STREET’S Prize Contest for the best article showing 
the investor how to increase his principal and income at a minimum risk, the members 
of the Editorial Staff, constituting the board of judges, were unanimously of the 
opinion that the First Prize of a $50 Liberty Bond should be awarded to Mr. Edwin 
T. Holbrook of Syracuse, N. Y., and the Second Prize consisting of $20 in cash to Mr. 
James E. Sharpe of Oklahoma City, Okla. 

The following submitted manuscripts of excellence which we expect to publish in 
future issues of the Magazine: 








HONOR LIST 
Edwin T. Davies, Minneapolis, Minn.; John E. Laverty, Boston, Mass.; Phil B. 
Beery, Sandusky, Ohio; Kent W. Wonnell, Chicago, Ill.; John J. Kelley, New York 
City; D. M. Williams, Utica, N. Y. 


We regret that the terms of the contest did not permit the awarding of prizes to 
all those mentioned but those whose manuscripts are acceptable will receive our usual 
rates for articles when their contributions appear in these pages. 

This contest — demonstrated that which our subscribers already know, namely, 
that THE MAGAZINE OF WALL STREET is subscribed for and studied by care- 
ful investors throughout the length and breadth of the country—-THE EDITORS. 


a. 





First Prize Article 


How I Built My Investment Principal 


From $10,000 to $50,000 


Obtaining the Maximum of Return With the 
Minimum of Risk—A Competency in 
Twenty Years—Principles Followed 


and Methods Employed 
By EDWIN T. HOLBROOK 


Marshal Foch was once a professor in one of the great military schools 
of France. In his lectures there, and in his studies of the history of wars, he 
worked out those theories which many believe mark him as the greatest 
military strategist of our times. Yet Professor Foch was very careful to say, 
and to repeat saying, that in war all military rules, orders, and tactics are 
subordinate. They were made for men, not men for them. In the pinch, 
individual judgment, circumstances, any crisis which may arise, will modify 
or abrogate every rule. 

Battles are won not by rules but by human intelligence and initiative 
under the free use of all formulas. There are always two dangers in all 
human experience. Some people are born anarchists, gamblers. They consti- 
tutionally object to every rule and regulation. Other people are literatists. 
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They obey the rule to the letter. They do not think for themselves. They 
do not exercise any judgment. Win or lose it is by the formula. 


No “Inside Information” 


I do not know anything about the theories and formulas of investment 
or speculation. I never read a book on the subject. I haven’t any inside 
information as to how the big ones do business. We know what we know. 
We guess at the rest. I am not good at guessing but what I know I know, 
just as certainly as though I owned J. P. Morgan & Co. or could rig the 
market for millions. ; 

Twenty-five years ago I found myself just even with the world, five 
years from college, with a wife and family. I found myself in a position in 
life where I wanted to be and where I still want to be. But I saw clearly 
that where I was there would never be any great financial margin for old 
age. Out of my chosen life work there is not a copper penny left today. | 
saw clearly that if I was ever to win financial comfort, and enough money to 
live on in old age, I must do something on the side. 

In the course of the next ten years I was able to earn perhaps ten 
thousand dollars at newspaper work and other things that I could mix with 
my regular job. This ten thousand dollars was my capital and stock in trade. 
I saved it and I invested it. It amounts to somewhere between forty and 
fifty thousands today, besides perhaps ten thousand which I have given away 
on the road. I have all that I need. I am inactive in stocks to a degree, now. 
I am still on my life job, earning my living, with a nice little surplus to spend 
on a lot of good things, not on personal indulgence. 


An Interesting Experience 


It has all been a very interesting experience. Along with the money has 
come a discipline in judgment and in self control, a practical sagacity for 
dealing with men, and a reaction of common sense and hard-headed sympathy 
with all who are in the whirlpool of industrial life—which are worth as much 
as the money. It is all to the good. If the story will be of use to others here 
itis. I repeat that I have no theories. What I have learned I know. It is this 
knowledge which the story itself will reveal. 

When my mind turned toward this problem I began to read more care- 
fully first-class financial newspapers, periodicals and books. I decided to 
select a few things out of the mass of financial and industrial matters. One 
day I went to my banker and asked him for such material as he had concerning 
the history of three or four corporations which had attracted my attention. 
He gave me a bundle of papers, and referred me to two large books on his 
desk, which he said I was welcome to read. In the course of the next thirty 
days, during spare moments. I became so familiar with the history of these 
corporations, so far as was published in reports and books of special informa- 
tion, that I could have stood a pretty thorough examination by the auditor of 
any one of the companies. 

Studying Prospective Investments 


I took for the basis of study a period of ten years. I examined the 
annual inventory of properties, the ratio of increase of earnings, if there was 
anv increase, the ration of gross to net earnings, the ratio of net earnings to 
fixed interest charges. and the amounts, if any, which had been added to 
surplus each vear. With these facts before me I studied by the law of 


averages, the fluctuations of the prices of the stock from year to year. Take 
two illustrations of the judgments which resulted. One of the companies I 
studied more or less thoroughly was the United States Steel Corporation and 
another was the Bethlehem Steel Co. When the shivping trust failed and 
Mr. Schwab took over the Bethlehem Steel Co. its credit was very low. The 
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Steel Co. got a black eye from the failure of the shipping trust. 1 learned 
from my study that the Bethlehem Steel Co. was a solid going concern, even 
T though its dividend history was very thin. 

I bought one hundred shares of this company at eight, when it was on 
the rocks. For the same reason I bought one hundred shares of the United 
| States Steel Co. stock at thirteen. My study of the inventory and history of 

4 the companies which went into the U. S. Steel Co., convinced me that the 
common stock was worth more than thirteen. In both instances my judg- 
ment was correct. I did not make a “killing” out of either of the steel stocks. 
I sold the U. S. Steel for thirty-seven. I sold the Bethlehem for fifty-two. 
There is a story attached to the selling of the Bethlehem stock. I told my 
wife the day I bought it that it would some day go to one hundred. When 
it passed fifty, however, I was misled by certain public statements of Mr. 
Schwab, as was also my banker, as to how far dividends were. Within 
about a year and a half after I sold, Bethlehem went to about seven 
a hundred. And yet, and here is where the average man needs good 
advice. Never stick for the last dollar. Never say you have lost what you 
never had. Be content with the returns from a normal and healthy growth. 
Never whine when you have done well because you did not do better. Follow 
the law of averages in the profits you make. 


Studying Stocks as a Whole 


From this first study in the history of corporations I went on to a wider 
study of stocks as a whole and their value to the ordinary investor. After a 
time I came to see clearly that stocks have at least three kinds of value which 
every investor should take into consideration when purchasing. 

First, and fundamental, is permanent value. I never bought one share 
of stock in my life without a study of what was back of the paper certificate. 
I bought U. S. and Bethlehem steel, locked the certificates in a safe and left 
them there for a long time, because I was certain that in the long run these 
= concerns would increase in value. I have done the same with copper stocks. 
In the case of copper stocks permanent value depends on ore reserves. There 
are high-selling copper stocks on the market, paying high rate of dividends, 

which will fade in a few years. There are other copper stocks selling low, 
paying small dividends, which have ore reserves for thirty, forty or even fifty 
years. One can buy these latter stocks with absolute certainty that in ten 
years they will be worth more than they are now. 


Importance of Income Value 


The second kind of value to be considered by the average investor is 
return or income value. I have a friend at this moment who is financially 
cornered. He has about fifty thousand dollars. He is a professional man. 
He is about sixty years old. A few years ago a friend of his persuaded him to 
turn from real estate mortgages to stock investments. He did well for a 
{ time. Then he wanted to get rich too fast. He was persuaded that the big 

killings were in non-dividend, low-priced stocks. He bought these. Today he 
is back in his office earning his living again. He owes the bank a large sum 
i of money. His stocks will not carry themselves. It is very doubtful if he 





can pull through. The war upset his plans. As a whole, non-dividend paying 
stocks are a luxury to be indulged in only by those who can afford to carry 
them. There are exceptions. 

Genuine mining ventures in the development stage seldom pay dividends. 
I have now two hundred shares of a copper stock which sold three years ago 
for seventy-five cents a share. It is quoted now around six dollars a share. 
It was a real mine all the time. It pays good dividends now. And yet, most 
emphatically, the average investor should have for his motto, “Safety first.” 
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He should so arrange his investments that, so far as human wisdom can antici- 
pate, they will carry themselves and whatever money he has borrowed, with 
a fair margin of reserve for a dry spell. If he does this he will avoid compli- 
cations which cause men to grow old quickly. 

The third form of value that is important to the investor is realization 
value. By realization value I mean the ability to realize on one’s investments 
quickly, if necessary. If a stock has permanent investment value, and if this 
stock also has good return or income value, then for the real investor as 
distinguished from, the speculator or gambler, the question of realization 
value is least important of the three kinds of value a good stock should have. 
And yet I decided long ago that a good business man ought to know just 
where he stands all the time. I decided also that listed stocks present just 
as many attractive bargains as unlisted stocks. Therefore I do not own one 
share of stock today that is not listed in some stock exchange in New York, 
Boston or some other great financial center. There has not been a business 
day in twenty years during which I could not cash in seventy-five per cent of 
all my stocks and know beforehand almost exactly what I would get for them. 


Never Bought on “Margin” 


One more rule I laid down for myself many years ago. I have never 
visited a stock broker’s place of business for the purpose of buying or selling 
stocks. There have been panic times when I have called up a stock broker to 
learn what the day’s fluctuations were. He was always ready with whatever 
information I wanted because he knew that my stocks were bought and sold 
through his firm. But I learned long ago the results of stock speculations. 
No one could hire me to buy stocks on what is called “a margin.” I have 
borrowed a good deal of money from banks. I owe one of these banks ten 
thousand dollars. The collateral for this ten thousand has a face value of 
over twenty thousand. Therefore the bank never asks for my money, nor do 
I worry when stocks tumble ten or twenty points. My stocks have perma- 
nent, income and realization value, and Iam making about two hundred dollars 
per year letting the collateral lie there for the loan. Over twenty years ago 
I selected a good bank. I bought a small block of its stock. I took all my 
business there. I am there still. I know the officers are glad to see me. I 
drop in once in a while with my mind primed on a half dozen or more financial 
problems and we visit for a half hour over some cigars. These bankers know 
they will get my business. We have become real personal friends. I have 
never asked them to favor me, but I am getting from them advice which 
costs the bank which hires them a great deal of money. 


My Record of Twenty Years 


Now for the conclusion of the whole matter. In about twenty years 
I have increased my capital from about ten thousand to four or five times that 
sum. I have never sold a share of stock for less than I paid for it. I have 
one hundred shares of a low-priced copper stock which stands me a loss on 
weed of about five hundred dollars. Aside from this every share of stock 
own has cost me less than its market price today. The study and experience 
involved in this story has been invaluable 
Now at sixty I have enough for our modest needs the rest of our lives. 
I have never allowed these financial matters to turn me from my life work. 
On the contrary, I have made it all count for the main issue. And now, with 
old age secure from penury, with sense enough to know I have enough, I am 
taking a new lease of life for another ten years’ service at my life work. The 
money I earn and the income of what I have saved enable me to live com- 
fortably and to contribute at least a little each year to many good causes 
in which I am interested. 
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Investments for the Man Going to France 


Where He May Safely Put His Funds—What Colonel 
**A’’ Did With His $100,000—Investments for 
the Younger Men 





By GEORGE S. HAMMOND 





HE absentee investor is by no 
means new. He has existed 
for centuries and by the out- 
break of the war his interests 
aaa to every part of the globe. 
From England his funds had gone out 
in enormous amounts. From France, 
Germany, Switzerland, Holland, Bel- 
gium and the United States, he had 
sought foreign fields of investment to 
somewhat less degree, but in the 
aggregate his purchases reached hun- 
dreds of millions of dollars. 

As one of the side developments of 





These men, at least those of them 
who have some funds laid aside, or 
who have dependents, have difficult 
financial problems to solve before they 
take leave of the United States. In 
some respects the problems are the 
same for all. They are practically all 
unable to give any degree of manage- 
ment to their affairs and must leave 
their investments as near as possible in 
a form where they will require a mini- 
mum of attention. There is the sad 
fact to be considered that a certain 
proportion of almost every unit will 

















TABLE I—INVESTMENT OF $100,000 TO YIELD 5%4% 


Current 

Amount Issue Due Price Income 
$20,000 Third Liberty Loan 4%4S.........--0eeeceeeeeeeeeees 1928 97 4.42% 
20,000 Fourth Liberty Loan 4%4S..........--.. cece eeeeeeeee 1938 100 4.25% 
5,000 Atchison, Topeka & Santa Fe General. 4s............. 1995 80 5.00% 
5,000 Pennsylvania R. R. General 4%48...........---0- eee 1965 86 5.20% 
5,000 Northern Pacific Prior Lien 4s.............-00s0e005: 1997 79 5.05% 
5,000 United Kingdom S348. .....-...cccecccccccccverccceees 1921 96 5.75% 
5,000 American Tel. & Tel. Company 6s..............--++-- 1925 95 6.32% 
SO08- Gomoral Maecishe 66 oo cic dos cece cwwoccccscceccvccccees 1920 100 6.00% 
$000 Indsana Steel Piret Se.....ccccicccccccvcccewccicecss 1952 93 5.38% 
5,000 New York Gas, El. L. H. & P. 5s... ..... 20. e ee ee eens 1948 87 5.75% 
$000. Detroit..edisoe: Firat Se... ...r.cscccsccccccccccccces 1933 90 5.55% 
5,000 Cincinnati Gas & Electric 5s...........- sees eeeeeeees 1956 90 5.55% 
50 sh. United States Steel 7% Preferred Stock.............. 110% 6.34% 
50 sh. American Tobacco 6% Preferred Stock............... 4 Sae% 


50 sh. Southern Pacific Ry. Stock (6%)... . 








the war, we now have among our citi- 
zens a sudden addition of a multitude 
of temporary and involuntary absentee 
investors, both large and small. I re- 
fer to the members of the American 
Expeditionary Force, separated by 
thousands of miles from all that em- 
braces their normal life interests, 
hampered by slow and irregular mail 
service, and so occupied with the busi- 
ness of war that they have no time for 
giving even the limited attention to 
home affairs. which would otherwise 
be possible under the difficulties of 
communication. 


never come back. Small though we all 
hope and expect that proportion will 
be, they should leave their interests as 
far as possible simplified, their funds 
invested, so far as possible, in securi- 
ties of stability and ready marketabil- 
ity. They should avoid inflated stocks 
of companies enjoying war prosperity. 

For the vast majority of our boys, it 
will be peace that brings. them home, 
so let it be the securities of concerns 
which prosper in time of peace which 
receive their investments. 

Another generalization is that they 
should carefully guard against leaving 
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any of their funds in new, untried ven- 
tures. There is always a high degree 
of risk in even the best of them, and 
their developments, either for good or 
bad, frequently come about with such 
rapidity that they must be followed 
closely by the stockholders. 

By this, I do not mean that every 
soldier, regardless of his circumstances 
need stick exclusively to low yield se- 
curities of the utmost conservatism. 
In fact, after allowing for the above 


This is a course which has been widely 
followed by men of means, and has the 
merit of assuring reliable,expert atten- 
tion along definite lines. But even 
though the Colonel may put his affairs 
in the hands of a trust company, we 
will assume that he wishes to decide 
for himself what securities he shall 


buy. 

7 Safety First 

His first consideration is safety of 
principal and interest. The second is 








TABLE II—INVESTMENT OF $100,000 TO YIELD 6%% 


Amount * ‘Issue Due Price Income 
$30,000 Fourth Liberty Loan 4%s..............000.ccccceeee 1938 100 4.25% 
5,000 C. C. C. & St. Louis General 4s...................... 1993 63 6.35% 
5,000 Southern Ry. Consolidated 5s........................ 1994 87 5.75% 
5,000 St. Louis Southwestern First 4s..................... 1989 ~ 66 6.00% 
Sy MINN CUI ORs 6. os sew vecccccccecccccseces 1956 80 6.30% 
I I IOI oo os noise cc ene sievecssesaves 1946 98 6.10% 
5,000 Pacific Gas & Electric General 5s.................... 1942 78 6.40% 
re ee cise sina dccnerses erpenesesa 1922 101 6.90% 
ens aucbeceececccesavessbacss 1923 98 7.10% 
50 sh. Bethlehem Steel 8% Preferred Stock................ 102 7.85% 
50 gh. Southern Pacific 6% Stock. ... ........cccccccccces. 80 7.50% 
50 sh. American Can 7% Preferred Stock................... 91 7.70% 
50 sh. American Tel. & Tel. Stock (8%).................... 104 7.70% 
100 sh. Pennsylvania R. R. Stock (6%)...................... 43 6.95% 
50 sh. Northern Pacific Railway Stock (7%)............... 88 7.93% 
50 sh. Kansas City Southern a 4% Preferred Stock... 54 7.40% 
50 sh. Detroit Edison Co. Stock (8%)...................... 102 7.85% 





broad principles, they should decide 
upon their investments in much the 
same way as do civilians; that is with 
regard to the extent of their capital, 
normal business requirements, need of 
providing for dependents, etc. It is im- 
possible to even approximately fit all 
cases without drawing up innumerable 
schedules, and as there is space in an 
article of this kind for only a very few 
of them, those given must be taken as 
merely very general outlines. 

For the first example, let us suppose 
that Colonel A has about $100,000, and 
a family dependent for support upon 
his salary and a portion of the income 
from his investments. Now he may, if 
he chooses, go to a trust company, 
specify to them the manner in which 
he wishes his funds invested, when, to 
whom, and to what amount the income 
is to be sent or credited, under what 
conditions reinvestment is to be made, 
etc.; all for a comparatively small fee. 


diversification. The third is maximum 
income without sacrifice of the first. 
Liberty Bonds immediately appeal to 
him as the best investment in the 
world, with the additional advantages 
of affording tax exemption, and an 
opportunity of “betting on himself.” 
For the balance, he may buy railroad, 
public utility, foreign government, and 
industrial bonds, with a small amount 
of gilt-edge stocks. Table I shows 
what he selects. The return on the 
bonds is figured on the basis of current 
income rather than on yield to matur- 
ity in order to simplify it. 

The total cost of the securities in 
Table I is roughly $98,800, and the 
annual income is $5,150, making an 
average return of 5.21%. If the yield 
to maturity is figured, the return will 
be somewhat higher. Only $1,890 of 
this income is from corporate or 
foreign government bonds, so the 
Colonel will have no income tax to pay. 
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The same selection can, of course, be 
adapted to larger or smaller principals 
by varying the amounts of each issue. 

The Colonel’s friend, Major B, has 
a similar sum to invest, but has no 
children, and his wife has independent 


capital on short notice and without 
depreciation. The securities in Table 
III are suitable for him. The return 
is figured on the yield to maturity, for 
current income is very inaccurate for 
short maturities. 





TABLE III—SHORT TERM INVESTMENT OF $25,000 


Amount Issue Due Price Income 
$5,000 Third Liberty Loam 4548.............ccccccccccees Sept. 1928 97 4.42% 
5,000 American Tel. & Tel. 6% Notes................... Feb. 1919 9934 6.75% 
3,000 New York Central 5% Notes...................... Sept. 1919 983% 6.35% 
.3,000 Westinghouse Electric Mfg. 6% Notes........... Feb. 1919 997% 6.45% 
Se I rh ss 36 a oh vase des se cwspuacdaee Oct. 1920 9414 7.95% 
Se ee ee IN i oon WS aFsenescconcussccs Aug. 1919 97% 7.55% 
ee an cian canceinsdccousnebans Mar. 1920 101 6.50% 





means. He feels that he can afford to 
seek a somewhat higher return, yet 
does not wish to assume really specu- 
lative risks. Table II shows a selec- 
tion which should fit his requirements. 

This selection will cost about $98,250 
and bring in an annual income of 
$6,125, or about 6.23%. While it is not 
quite so conservative as the first list, 
every issue on it has real investment 
value, and the inclusion of Liberty 
Bonds to about 30% of the total af- 
fords a strong bulwark without mak- 
ing the return on the investment as a 
whole anything but liberal. 


With the exception of the Third 
Liberty Loan Bonds (the shortest ma- 
turity among the four Loans) which 
he feels impelled to buy through a de- 
sire to hold some of his government’s 
securities, all of his investments ma- 
ture by October 15, 1920. He will get 
an average return of 6.50% and can 
add appreciably to his capital in the 
short time that the bonds have to run. 


For the Younger Men 
Of broader application than any of 
the foregoing is the case of the young 
man who has but $5,000 and wants to 











TABLE IV—INVESTMENT OF $5,000 IN HIGHEST GRADE SECURITIES 
Amount Issue Due Price Income 
$2,000 Fourth Liberty Loan 43%4%........... 0-0 cecceeeeeeeee 1938 100 4.25% 

ee hs cnn w cawsecccendsaksbs 1947 86 4.60% 
1,000 Pennsy!vania Consolidated 434s..............000eeeee 1960 92 4.85% 
RED GE, SO SE HI wiv ckcccceccccctccocecesas 1939 84 5.35% 








An altogether different situation is 
that of Sergeant C. The Sergeant is 
about thirty-five and until recently had 
a fair sized business of his own. The 
extension of the draft ages led him to 
sell out -the business which he hav 
carefully built up and to enlist. He 
figures that as soon as he gets back he 
will want to reenter the same line and 
that he must keep the $25,000, which 
he received from his successor for the 
old establishment, in liquid condition 
so that he can convert it into business 


invest it with absolute safety as a nest 
egg for setting up his home after the 
war. Only ultra conservative bonds 
will do for him. Table IV shows one 
idea of a good way for him to apply 
his funds. 

These securities will cost him about 
$4,620, and give an annual income of 
$215, or 465%. He need have little 
fear of buying long time securities for 
interest rates are now so abnormally 
high that it hardly seems likely that 
they will advance after the war, with 
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resulting depreciation of long time 
bonds. it he does not wish to take this 
chance, however, he may make a selec- 
tion from the best short time issues, 
some of which are given in the preced- 
ing list. The balance which he has 
over after payment for his bonds may 
go into war savings certificates (the 
very best short time security to be had, 
by the way, except the very short cer- 
tificates of indebtedness) and into the 
savings bank. 

As the American army is now con- 
stituted, the great bulk of its enlisted 
men and many of the junior officers are 
young fellows who have not yet had 
time to accumulate much of the 
world’s goods. From the reports of 
the way they have gone in for the 
Liberty Loans, it is apparent that 


thousands have become acquainted 
with securities for the first time 
through their medium. 

Undoubtedly they will continue to 
place practically all of their funds in 
government bonds, and as by so doing 
they are combining fine patriotism 
with good judgment and the thrift 
habit, there is surely no other advice 
that can be offered them. 

When they come back to peaceful 
pursuits they will have in their Liberty 
Bonds an asset which will help many 
of them to get well started towards 
the establishment of homes and small 
business ventures or farms, with the 
certainty that many of these ventures 
will blossom into the big successes of 
the future. 








IMPORTANT FINANCIAL FORTHCOMING EVENTS 


Tv 





Oct. 12 
Liberty Day. 
Oct. 15 
American Locomotive annual meeting. 
Atchison postponed special meeting. 
Copper conference begins. 
Oct. 19 
Liberty Loan campaign ends. 
Oct. 20 : 
Copper conference ends. 
French: new war loan offering. 
Oct. 21 
American Can $3,000,000 serial notes mature. 
Oct. 23 
Norfolk and Western dividend meeting. 
Pennsylvania dividend meeting. 
Pressed Steel Car dividend meeting. 
Oct. 24 
Lackawanna Steel dividend meeting. 
Liberty Loan (4th) to be dated as of this 
date. 
Oct. 25 
Northern Pacific special meeting. 
Oct. 27 
Time officially moved back one hour to old 
basis. 
Oct. 29 
United States Steel dividend meeting and 
quarterly earnings. 
Oct. 30 
Pennsylvania stockholders special meeting to 
act on Railroad contract. 
Nov. 1 
26 cent copper agreement expires. 
Nov. 9 


Last day for converting previous issues of 
iberty Loans. 


Nov. 15 
Chicago & Alton stockholders postponed 
meeting. 
Nov. 16 
Cotton Committee to take up price fixing. 
Nov. 18 
Investment Bankers Annual Convention at 
St. Louis, Mo. 
Nov. 21 
American Can $3,000,000 serial notes mature. 
Liberty Loan (4th) 20% installment pay- 
ment. 
Nov. 24 
French new war loan offering ends. 


Dec. 1 
Beer making in United States stops. 
United States Rubber Company collateral 
trust $10,538,000; General Rubber $9,000,- 
000 debentures and Morgan & Wright $3,- 
268,000 debentures mature. 
Dec. 19 
Liberty Loan (4th) 20% instalment due. 
Jan. 16, 1919 
Liberty Loan (4th) 20% instalment due. 
Jan. 30 
Liberty Luan (4th) 30% instalment due. 
April 1 
French Republic 514% $100,000,000 bonds 
mature. 
July 1 
Prohibition effective until the end of the 
war. 
Nov. 1 
United Kingdom 514% $150,000,000 bonds 
mature. 




















Sad. Case of M. K. & T’s Bond Issues 


Reorganization Long Delayed—Fine Progress Obscured by 
Receiver’s Stringent Policies—Some of Its Thirty-Three 
Securities Appear Very Cheap for the Long, Long Pull 





Bond Study No. 7 
By BENJAMIN GRAHAM 





OR three years M. K, and T., 
the Micawber of railroads, has 
been patiently waiting for 
something to turn up to end 
its receivership. During this time its 
affairs have received remarkably little 
publicity, considering the respectable 
size of the property, so that the aver- 
age investor has but a hazy notion of 
its present condition—physical and 
financial. 

He is probably aware that, except 
for a brief period of animation in 1917, 
its numerous bond issues have been 
steadily declining, until now most of 
them have reached levels indicative of 
desolation and despair. But is “Katy” 
really in as hopeless a position as these 
market values would signify; or do 
they represent rather the gradual ex- 
haustion of the bondholder’s patience, 
sorely tried by continued default and 
the everlasting status quo? 


The Cause of Insolvency 

M. K. & T.’s insolvency in Septem- 
ber, 1918, while precipitated by the 
maturity of its $19,000,000 note issue, 
had its root in the three prevalent rail- 
road weaknesses — undermaintenance, 
overcapitalization and lack of working 
capital. The receiver, as usual, imme- 
diately instituted a program of physi- 
cal rehabilitation. In order to restrict 
the use of the receiver’s certificates he 
adopted the simple expedient of suc- 
cessive default on almost ev ery secur- 
ity issue, whether senior or junior in 
its lien. The reduction in net earnings 
caused by these abnormal maintenance 
expenditures and the unexampled sus- 
pension of payments on the best 
secured issues combined to discredit 
the road in the eyes of investors. 

The outstanding character of these 
adverse developments tended to ob- 





scure certain other elements of more 
favorable significance. In three years 
the gross revenues have increased no 
less than 40%—one of the best records 
in the entire country. The cost of 
transportation had been sharply re- 
duced in 1916; and despite the difficult 
conditions of 1917, it has remained be- 
low the pre-receivership average. A 
debit balance for freight car hire has 
been changed into a comfortable net 
income—of great importance as indi- 
cating that Katy’s equipment has 
proved adequate to the needs of its 
rapidly expanding traffic. Our second 
table shows finally that, despite the 
abnormally high maintenance charges, 
in the past year not only its gross, but 
its net revenue also, eclipsed any pre- 
vious record. 

One naturally inquires why advan- 
tage was not taken of this excellent 
showing to set the road on its feet 
again, especially since the time had 
been propitious for so many other re- 
organizations. No clear and convinc- 
ing answer to this query has yet been 
made by those who have assumed di- 
rection of Katy’s refinancing. 


Katy’s Present Condition 


Nor is M. K. & T.’s physical and 
financial condition so serious as to 
necessitate the heroic surgical treat- 
ment which frequently has been inti- 
mated. It is here that a careful analy- 
sis is requisite, and has been made; 
but the limits of this article permit the 
writer to state only his conclusions: 

First, Katy’s average maintenance 
expenditures for the past seven years. 
compare favorably with those of simi- 
larly located systems, like Reck Island, 
“Mop,” ’Frisco or Kansas City South- 
ern. 
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SECOND, the ratio of net fixed charges 
to gross (shown in the graph) is lower 
than that of various other roads before 
reorganization—and by eliminating 
the requirements of the two most 
junior issues (the General 414s and the 
6% Notes) Katy’s charges would 
compare favorably with its neighbor- 
ing systems on their new basis. 

THIRD, assuming that most of the 
defaulted interest need not be paid 
(and the price of the issues justifies 


sas and Texas. The present outlook is 
therefore for an indefinite continuance 
of the unsatisfactory status quo. 

On the basis of the standard railroad 
contract the compensation guaranteed 
by the Government would amount to 
slightly less than present interest re- 
quirements. But if allowance is made 
—as it doubtless will be—for the ab- 
normal maintenance expenditures dur- 
ing the test period, the rental should 
be increased by between $1,000,000 and 








TABLE I 
M. K. & T.’s MORE IMPORTANT BOND ISSUES 


A—First Mortgage Bonds—Main Lines. 


Amount Market Last 
Outstanding Price Coupon 
Maturity (000 Omitted) About Paid 
Missouri, Kansas & Texas ist 4s... 1990 40,000 62% Dec. 1917 
Missouri, Kansas & Eastern Ist 5s.. 1942 4,000 37 Apr. 1916 
Missouri, Kansas & Oklahoma Ist 5s 1942 5,468 60 Nov. 1917 
Kansas City & Pacific Ist 4s........ 1990 2,500 58 Feb. 1918 
Dates @ Waco tet Se. ............. 1940 1,340 60 Nov. 1917 
M. K. & T. of Texas Ist 5s........ 1942 4,505 50 Mar. 1916 
po EE OO eee ere 1923 1,850 80 not in default 
Wichita Falls & Northwestern Ist 5s 1939 2,110 70 oe 
San Antonio Belt & Terminal ist 6s 1919 1,750 98 = 
B—First Mortgage Bonds—Branch Lines. 
Missouri, Kansas & Texas Ist ext 5s 1944 3,253 32 Mar. 1915 
Texas & Oklahoma Ist 5s........ 1943 2,347 30 Sept. 1915 
Sherman, Shreveport & So. Ist 5s.. 1943 1,643 25 = 1915 
*Wichita Falls & Northwest’n ref. 5s 1940 3,000 35 an. 1917 
C—Junior Liens 
tMissouri, Kansas & Texas ref 4s.. 2004 9,992 40 Sept. 1915 
Missouri, Kansas & Texas 2nd 4s. 1990 20,000 32 Aug. 1915 
M. K. & T.-St. Louis Div. 4s....... 2001 1,924 20 Oct. 1915 
Missouri, Kansas & Texas notes—6s 1916 19,000 40 Mar. 1915 
Missouri, Kansas & Texas gen 4%4s 1936 10,421 27 July 1915 


* Also a second lien on other mileage. 
+ Also a first lien on terminals, etc. 





this supposition) then Katy’s cash re- 
quirements for working capital are less 
than were ’Frisco’s, Missouri Pacific’s 
or Rock Island’s. 

It is particularly unfortunate that 
the reorganization was not consum- 
mated last year, because the advent of 
Federal operation has plunged the sit- 
uation into even greater uncertainty- 
than before. The fate of the road is 
now in the Director-General’s hands; 
and considering Mr. McAdoo’s mani- 
fold duties, it seems too much to hope 
that he will be able to pay much at- 
tention to the intricate readjustment 
problems presented by Missouri, Kan- 


$1,500,000 annually, thus clearing all 
fixed charges with something to spare. 
As long as the receiver continues to 
pay for betterments out of the bond- 
holders’ money, there seems little hope 
of regular interest payments being re- 
sumed. But when the final day of 
reckoning arrives, the security owners 
should reap some of the fruits of this 
rehabilitation policy. 
M. K. & T. ist 4s Due 1990. 

This is at once the largest and the 

best secured issue of the system. Out- 


standing at the rate of $25,300 per mile, 
it is a first lien on about 1,600 miles of 
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road, covering the greater part of the 
North and South trunk line. Against 
the $1,000 per mile interest require- 
ments of these bonds, the entire sys- 
tem averaged $22.50 per mile net in 
1917. But since the Ist 4s are secured 
on the most profitable part of the road, 
it has been determined that the earn- 
ings of this mileage are well in excess 
of the above average. 


Beginning with the December, 1915, 
coupon, the receiver has deferred each 
interest installment for six months. 
Consequently the bonds are dealt in 
“flat” and their present price of 62% 
includes about 344% in accumulated 
interest. The price range since 1912 
is shown in the accompanying graph. 
The market history of this issue con- 
firms that fundamental investment 
principal that no bond can be strong 
if the obligor road itself is weak. In- 
vestors cannot afford to ignore unfa- 
vorable developments, merely because 
their own issue is a senior and appar- 
ently well secured obligation. While 
the purchasers of this issue above 90, 
as a gilt-edged obligation, have suf- 
fered severely—and perhaps undeserv- 
edly—their very misfortune has created 
an excellent opportunity to acquire an 
intrinsically sound security at a bar- 
gain counter figure. Nothing short of 
rank injustice could seriously disturb 
the position of this issue in the even- 
tual reorganization. 

The position of the 2nd 4s also due in 
1990, is more difficult to appraise. Its 
lien covers exactly the same property 
as the senior Ist 4s, and the interest re- 
quirements of both issues aggregate 
$1,500 per mile—a figure already 
shown to be well below the recent 
earning power of the mortgaged 
line. Theoretically, therefore, the 
2nd 4s can insist on preferential 
treatment, or else threaten to take 
possession of their property, which 
constitutes the heart of the system. In 
practice, matters do not seem to work 
out so logically, however, and in the 
end the terms accorded this issue will 
be found to depend largely on the in- 
fluence of its protective committee—of 
which E, G. Merrill (Vice-President 
Central Union Trust Co.), is Chair- 


man. At 32, the 2nd 4s seem to have 
discounted the worst, and if fairly 
treated should prove a very profitable 
purchase for the patient investor. 


Missouri, Kansas & Eastern Ist 5s 1942 

The extraordinary market history of 
this issue is brought out strikingly by 
the graph. From the highest priced 
of all the system’s securities, these 
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5s have quite suddenly fallen almost 
to the very bottom of the sadly de- 
preciated list. The explanation of this 
strange reversal might be termed an 
“inside story,” and is worth discussing 
in some detail. 

The market pre-eminence of this is- 
sue prior to 1917 was based on the lo- 
cation of the line it covered—which 
comprised 162 miles of main track, con- 
stituting the system’s only approach 
into its St. Louis terminus. Because 
of the strategic importance of this 
route, even after the receivership be- 
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fell, bond experts generally were con- 
vinced that nothing could happen to 
these 5s (which are outstanding at the 
rate of only $20,000 per mile). 

But in the meantime Coverdale and 
Colpitts, engineers for Hallgarten and 
Seligman — the reorganization mana- 
gers—began an investigation into the 
value to the system as a whole of the 
property covered by each individual 
bond issue. Their report, a volumin- 


its present line—and one which might 
form a shorter and more direct con- 
nection between St. Louis and Kan- 
sas City. For this reason the engi- 
neers suggested that the value of this 
line as carrier of through traffic might 
be ignored in bargaining with the 
bondholders, since the threat could be 
made of abandoning the route. 

A conclusion so authoritative and so 
adverse, might well dismay those 


— 








TABLE II 
OPERATING RESULTS 1912-1917 


June 30 June 30 
1912 1913 


Gross Revenues ... 
Net Revenues .......... 6,981 9,538 
Ratio — Maintenance to 


Be aS ae . 27.9% 27.0% 
Ratio — Transportation 
exp. to Gross ........ 41.3% 37.9% 


June 30 June30 June30 Dec.31 Dec. 31 


1914 1915 1916 1916 1917 


. ..» $28,187 $32,346 $31,920 $32,899 $32,485 $36,734 $43,344 


8,691 9,931 6,691 7,294 10,918 
27.0% 27.6% 388% 40.6% 34.8% 
38.9% 36.2% 344% 33.7% 36.2% 


[Note: ,000 has been omitted from above figures for gross and net revenues. ] 








nn 


ous document, was not given general 
distribution, but since it was placed in 
the hands of the various protective 
committees, it is evident that its con- 
tents became known to practically all 
the large security holders. The writer, 
although not in the latter category, 
was also privileged to read the report. 


No comment can be made here upon 
the general analysis of the road’s posi- 
tion—which later led to a controversy 
with Mr. Kendricks, another railway 
expert. Regarding the M. K. & E. 5s, 
the engineers found as follows: Since 
the mileage covered by this issue car- 
ried all the system’s traffic into and 
out of St. Louis, its earnings on a pro- 
rated basis were quite substantial—in 
fact, in the very poor year taken as 
criterion, the gnterest on the 5s were 
earned three times. On the other 
hand; the amount of traffic originating 
on this line was relatively small and if 
this item only were considered, the 
earnings would have been much lower 
—not quite sufficient to meet the 
$200,000 interest requirements of the 
issue. Going still further, the engi- 
neers pointed out that by a combina- 
tion of new construction and trackage 
rights the company might be able to 
substitute another route in place of 


bondholders to whom it was com- 
municated, and it is significant that 
the sudden market collapse of the se- 
curity followed close after the filing of 
the report. But the reasoning in- 
volved in this analysis certainly in- 
volves a new and very disconcerting 
reorganization principle. Investors 
have already learned to their sorrow 
that there is no magic in the word first 
mortgage, and bonds secured on spur 
lines get scant consideration in read- 
justments, despite the “priority” of 
their lien. This is probably as it 
should be, since the mileage covered 
by these divisional lines usually had 
contributed nothing but deficits to the 
system’s results. But the M. K. & E. 
Ss are not secured on a jerk-water 
branch, but on an important part of 
the main line. To deny its value to 
the system cn the ground that an al- 
ternative route might be constructed 
between the same terminals, would 
mean that no investor could buy a 
railroad bond without first making an 
elaborate engineering investigation of 
its merits. Such a conclusion is pal- 
pably absurd. 


A Deceptive Resemblance 


Two issues that might be thought 
to hold a very similar position are the 
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Missouri, Kansas & Oklahoma Ist 5s 
and the Texas & Oklahoma Ist 5s, 
due 1942 and 1943 respectively. Both 
are secured at the rate of $20,000 per 
mile on lines radiating from Oklahoma 
City, the former running north, the 
latter south. Prior to the receivership 
investors saw little to choose between 
the two securities, and they fluctuated 
over almost an identical range. The 
Coverdale & Colpitts investigation, 
however, revealed the fact that the 
M. K. & O. line, traversing the Osage 
oilfields, was one of the most profit- 
able portions of the system; whereas 
the oil traffic on the Texas & Okla- 
homa branch, running southeast from 
the capital, had been largely diverted 
to the pipelines, so that this line was 
now earning nothing toward its in- 
terest charges. Accordingly the Re- 
ceiver has entirely defaulted pay- 
ments on the latter issue since Sep- 
tember, 1915, while the M. K. & O. 5s 
have suffered only a regular delay of 
six months in meeting each coupon. 
The net result is a quotation of 60 for 
the M. K. & O.’s—rather high for a 
Katy bond—against only 30 for the 
luckless T. & O. 5s. 

The very bottom of the list in order 
of market value is shared by two very 
dissimilar issues,—namely, the St. 
Louis Division 4s, quoted around 20, 
and the Sherman, Shreveport and 
Southern Ist 5s, worth about 25. The 
St. Louis Division 4s have a second 
lien on the property covered by the 
M. K. & E. 5s, discussed at length 
above. If the first’ mortgage bonds 
have no friends, the junior issue is 
even more lonesome. Yet it indubit- 
ably has some claim to value—which 
if properly asserted should improve its 
market position considerably. 

The “S. S. & S: 5s” on the other 
hand, seem very nearly if not entirely, 
hopeless. This branch, running from 
Texas to the Louisiana border, seems 
to have steadily been losing its traffic; 
and a strong effort made by its protec- 
tive committee to prove its value, the 
writer is informed, resulted in com- 
plete failure. 


Important Junior Lines 
The $10,000,000 First & Refunding 
i 


issue, which is a junior mortgage 
from the standpoint of mileage cov- 
ered, has important additional security 
in the form oi a first lien on terminals 
in Kansas City, shops in Sedalia and 
Parsons, Kansas, and a large assort- 
ment of miscellaneous equipment. On 
this account, the refunding 4s sell 
higher than some of the first and 
second mortgage bonds treated above. 
The general 4's, selling at 27, have 
no better protection than a blanket 
lien on the property subject to all 
prior mortgages. This issue is unique 
in possessing a large sinking fund, 
amounting to over $260,000 per year. 
But with the default in interest on 
Jan. 1, 1916, the sinking fund payment 
was also omitted, so that five semi- 
annual installments are now overdue. 


The large issue of 6% notes are se- 
cured by deposit of consolidated 
mortgage bonds, which are further 
even from the rails than the general 
4t%4s. They have also a lien on the 
modern terminal property in St. Louis, 
costing nearly $5,000,000. These notes 
enjoy the determined backing of 
Speyer & Co., an element of no small 
importance in maintaining their price. 


Conclusion 


This sketch of the M. K. & T. situa- 
tion has shown how replete it is with 
apparent contradictions. Two facts 
stand out, however, as pretty clearly 
established. The first is that the enor- 
mous decline in the road’s securities 
as a whole has exaggerated the real 
difficulties and financial requirements 
of the system. The excellent progress 
during the last three years has been 
obscured in the reports and ignored 
by the market, but it is important 
enough to justify a more optimistic 
view of the future than these melan- 
choly prices indicate. 

We have further pointed out that if 
some of the securities ranking senior 
to the blanket mortgages were to re- 
ceive the treatment. to which they 
seem entitled, their consequent ad- 
vance in value should well repay the 
investor who has the discrimination 
and patience to hold them for the long, 
long pull. 





Investment Inquiries 





GENERAL CIGAR STORES 


Steady Earning Power Justifies Confidence 
—Tobaccos y Nada wit by Market as in 
Peace Class. 

General Cigar Stores has shown a steady 
earning power during the last seven years, 
the average being about 54% for the com- 
mon stock, and about 25% for the preferred 
issue. The company has no bonds, and the 
business is a growing one. We believe that 
the situation justifies your holding your 
shares, and watching for an opportunity to 
sell to better advantage at a somewhat 
higher level. The company has suffered 
from high operating costs, due to war con- 
ditions, but its gross earnings for 1917 and 
1916 were around $4,500,000 annually, which 
is nearly double the 1910, 1911 and 1912 
figures. 

The tobacco stocks are strong in the 
market, investment opinion regarding them 
as in the “peace class,” and you will prob- 
ably have an early opportunity to liquidate, 
as you desire, to better advantage. 





NEW YORK AIR BRAKE 
That Twenty-Dollar Dividend—Why the 
Stock Sells Low. 


N. Y. Air Brake is doing a very large 
business, particularly in war orders. It is 
constantly making additions to its plant and 
is undoubtedly under a heavy expense. The 
upward movement in this stock has been 
mainly attributable to the large Govern- 
ment contracts placed with this concern 
from time to time, and as it is expected that 
the concern will be able to show a sub- 
stantial increase in earnings over those of 
1917, it appears to have some possibilities. 
In our opinion, the war has undoubtedly 
greatly inflated its business, and we do not 
recommend it for investment to be held 
over a long period. The dividend of this 
companyis not assured, in our judgment. 





ATTITUDE OF THE MARKET 


A Process of Readjustment—Peace Stocks 
Should Be Purchased. 


The market appears to have entered a 
period of readjustment to peace conditions 
due to the probability of the war ending 
shortly. Consequently, we expect a lower 
market for the stocks of the companies 
which have been war-prosperous and were 
unable to make a satisfactory showing dur- 
ing the five years preceding the war. Such 
stocks should be sold now at a profit or a 
small loss and the proceeds reinvested in 
the best grade of rails, preferred industrials 
and public utilities. 

We judge from your letter that you are 
interested in the investment of money for 


both income and profit and would therefore 
call your attention to our Investment Let- 
ter. This Service keeps you informed well 
in advance of any changes in the position of 
the market as set forth in “The Outlook” in 
the Magazine, and suggests special oppor- 
tunities as they develop. We believe you 
will find it a great aid in selecting safe and 
profitable investments. 





MORE WAR STOCKS 


Book Values Compared—Bethlehem “B” is 
not a Conservative Investment. 


Although Bethlehem Steel “B” has a 
higher “book value” than N. Y. Air Brake, 
such value is purely hypothetical bookkeep- 
ing. In any event, we do not favor a pur- 
chase of either stock at this time, as both 
companies have been war-prosperous and 
the chances favor lower prices as their 
dividends are not assured, in our judgment. 
We favor, in preference, some of the issues 
mentioned in the sample of our Investment 
Letter, which is enclosed. 





GRAY & DAVIS 


An ay = Accessory Stock—Publicity 
More Desirable—Has Peace Prospects. 
Gray & Davis is an old-established con- 

cern, and its business began in 1896. Un- 
fortunately, the company has not rendered 
any statement of income since 1915, nor a 
statement of its output. In 1913 40% was 
paid on the common stock and no dividend 
has been paid on this class since. The divi- 
dend on the preferred stock was also sus- 
pended some time ago. As a stockholder, 
we would suggest that you ask the com- 
pany to give you a balance sheet and in- 
come account, to which you are entitled. 
We would not suggest a sale of your shares 
in the meanwhile, as Gray & Davis is really 
a peace stock, and we are inclined to believe 
that the worst has been seen in the situa- 
tion. We are endeavoring to get some in- 
formation independently, and in the event 
of our being successful will again com- 
municate with you. 





INTERNATIONAL PAPER 


Dividend Prospects—Doubtful if Dividends 
are Near—Common not Attractive. 
International Paper is not paying any 

dividends, and the common stock is not 

likely to receive any dividend in the near 

future. The preferred stock pays a divi- 

dend of 6% per annum. The 1917 report 

of the company was very encouraging. Its 
net income was $8,180,787, as against $5,- 

120,727 in 1916. This was equal to $34 a 

share on its outstanding common stock as 

compared with $25 in 1916. But the present 
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price has discounted this favorable show- 
ing, and we believe it possesses slender in- 
ducement for a long pull at present levels. 

For the years from 1909 to 1915 inclu- 
sive, the company earned nothing on its 
common stock. Prior to 1909 it earned 
less than 3% on the common. As the ab- 
normal earnings of the last two years are 
unlikely to continue, the future of this stock 
is not promising. Perhaps one reason for 
its not paying dividends is because the 
company needs all of its cash to carry on 
its business. The company has been “war- 
prosperous” and the common stock is not 
a “safe investment.” 





AMERICAN WRITING PAPER BONDS 


High Yield Indicates Uncertainty—Poor 

Pre-war Record. 

American Writing Paper 5% bonds are 
not favorably regarded from the invest- 
ment standpoint, as the company may have 
considerable difficulty in meeting them 
when due. Moreover, the earnings record 
of the company during the last five years 
have been very irregular. There are so 
many other better bonds available at around 
the same price which have been repeatedly 
recommended in the Magazine (see “Bond 
Buyers’ Guide”), that we find American 
Writing Paper 5s unattractive by any com- 
parison. By selling your bonds now, you 
will have funds in hand which you can in- 
vest to better advantage in accordance with 
recommendations given in the Magazine. 
We would prefer a bond like Hudson & 
Manhattan Ist 5s, Seaboard Airline 6s, or 
Chesapeake & Ohio Conv. 5s, to American 
Writing Paper 5s. The bonds suggested are 
not the’ highest grade but are very well 
secured and the yields generous. 





AETNA EXPLOSIVES 


In the War-Bride Class—High Earnings 

Temporary—Discounting. 

Aetna Explosives is strictly a “war- 
bride” and as the shares are selling very 
near your purchase price, we suggest that 
you sell unless you are prepared to take a 
considerable risk. There might be a rally 
in the near future, but the risk of loss is 
even greater than the chance of profit, in 
our judgment. 

The company has undoubtedly had a 
rapid “come back” during the past year, 
and we have seen a multitude of unofficial 
estimates to the effect that earnings are 
about $10 to $12 a share. But we are scep- 
tical about this, as it is our experience that 
advance “estimates” of this character often 
require radical scaling down at some later 
date. If the company is earning say $5 a 
share after all taxes, it is doubtful whether 
the shares are worth more than $10 to $12, 
since “war earnings” is a temporary advan- 
tage, which may disappear almost over- 


night. The action of the war-stocks at this 
writing indicates that the best posted _ in- 
vestment opinion is against this class of 
security for the conservative investor. 





MAXWELL FIRST PREFERRED 
An _ Attractive Semi-Investment — Long 
Range Outlook Appears Encouraging. 
Maxwell Ist preferred yields 114%. This 
is a high yield, and the price of the stock 
should advance. We consider the com- 

pany’s business outlook excellent. 

This company makes a popular automo- 
bile and a good low-priced truck, and has a 
tractor in process of development. Sept. 
1, 1917, it leased for 5 years the property 
of Chalmers Motor Co. at a rental of one- 
half the net profits from operation. By the 
sale of 6% notes, Chalmers provided about 
$3,000,000 for working capital. If in any an- 
nual period Chalmers earns no net profit, 
either party may terminate the lease on 60 
days’ notice. The prospect is that this ar- 
rangement will be profitable to Maxwell. 
The Chalmers Co. has an excellent plant, 
and the final result may be some plan of 
combination. 

Maxwell acquired in 1913 seven motor 
companies including the Flanders Co. Mr. 
Flanders has been identified with the motor 
industry from its early years and is a suc- 
cessful administrator. He concentrated 
upon one low-price model and the business 
grew rapidly, earnings on Ist preferred be- 
ing 12.3% in 1914, 188% in 1915, and 
39.5% in 1916. In 1917 39.6% was earned 
before excess profits taxes. Earnings for 
1918 are estimated at about 20% on the Ist 
preferred. The company is engaged on 
Government work, over $50,000,000 of war 
orders are on hand, and to handle increased 
business company has borrowed from banks 
and has received advances from Govern- 
ment. 

The 7% dividend has been paid since 1915, 
but in 1918 it is being paid in scrip, which 
pays 6% and 7% interest and runs two 
years. The scrip is a good short term note 
of the business man’s class. 

Since the company has no bonds, the 
$13,915,000 ist preferred has first claim in 
liquidation on tangible assets equal to about 
$139 per share. In addition, the name 
“Maxwell” has a good-will .value, which it 
would be difficult to estimate. The peace 
prospects are good. A considerable demand 
for passenger automobiles will be “banked 

p” during the war, and in the event of 
business depression a low-priced car like 
the Maxwell has a decided advantage. Also 
the truck and tractor end should develop. 





MEXICAN PETROLEUM 
Its Rise Discussed—Major Upward Move- 
ment Probably not Over—Shares Favor- 
ably Regarded. 
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Since the company has no bonds, the 
$13,915,000 ist preferred has first claim in 
liquidation on tangible assets equal to about 
$139 per share. In addition, the name 
“Maxwell” has a good-will value, which it 
would be difficult to estimate. The peace 
prospects are good. A considerable demand 
for passenger automobiles will be “banked 
up” during the war, and in the event of 
business depression a low-priced car like 
the Maxwell has a decided advantage. Aiso 
the truck and tractor end should’ develop. 





MEXICAN PETROLEUM 
Itg_Rise Discussed—Major Upward Move- 
ment Probably not Over—Shares Favor- 
ably Regarded. 

Mexican Petroleum was fully analyzed in 
the August 3lsi issue of the Magazine and 
we agree with the conclusion of the author 
as follows: 

“The preferred stock yields over 8% on 
its present purchase price. Earnings on 
preferred averaged over 33% for the last 
7 years and it would seem that the margin 
of safety is very ample. The preferred ap- 
pears to be entitled to a somewhat better 
investment rating than its present selling 
price indicates.” 

“The common stock is a speculative issue 
with long pull possibilities. An improve- 
ment in shipping and transportation facil- 
ities would have a favorable effect upon its 
earning power and probably result in an 
increase in its market price.” 

We believe that this is not the time to 
purchase Mexican Petroleum for permanent 
investment, aithough it has a very good 
chance to rally further from current levels. 
{f a substantial decline should occur the 
stock would again be attractive, as it has 
peace prospects of a high order. When a 
stock has a 2U point rise in short order, it 
is difficult to suggest an immediate pur- 
chase with confidence, although we do not 
believe the major upward movement is over. 





COSDEN BONDS 
Some Switch Suggestions—Other Attractive 

Bonds to Make a Diversified List. 

Bethlehem Steel 7% notes represent an 
excellent investment, and we consider the 
notes maturing 1922 and 1923 to be perfectly 
safe, as to principal and interest. 

Cosden & Co. 6% notes, series “B,” have 
the following sinking fund conditions: For 
the year 1917, th company shall pay to the 
trustee 10% of its net income; after 1917, 
the amount to be paid to the trustee shall 
be 5% of the face amount of bonds authen- 
ticated, or 20% of the net income of the 
company, after depreciation, whichever shall 
be larger. We favor an exchange of 50% 
of latter into Armour & Co. 6s, Inter- 


borough R. T. 7s, Américan Tel. conv. 6s, 
and Cudahy Packing 7s. A part might be 
exchanged into Galena Signal pfd. (as you 
suggest), since the latter is safe and at- 
tractive. 


GASTON, WILLIAMS & WIGMORE 


Why the Stock Hangs Back—Has Good 

Post-War Possibilities. 

Gaston, Williams & Wigmore “lags” 
through fear that the dividend of $4 might 
be reduced. -A statement from President 
Jackson, recently, is to the effect that this 
dividend will be maintained until conditions 
grow considerably worse. The decline has 
also been due to the fact that the company 
wrote off a considerable sum of its earnings 
last year to discount its loss in Russia, but 
some of this loss has already been recov- 
ered, and it may happen that the better 
part of the full amount will ultimately be 
realized. The company is still earning at 
the rate of about $10 a year, which seems 
sufficient to secure current dividends. The 
future for the company seems bright and 
the stock attractive to buy or hold under 
30 for a long pull. 

The market action of G. W. W. is cer- 
tainly disappointing, but we believe that the 
simon-pure. investor can afford to ignore 
market quotations for the time being, as the 
stock shows resistance to selling pressure, 
the company is strongly sponsored, and the 
floating supply of stock is small, having 
passed into “strong hands” during the last 
six months. The company has good peace 
possibilities, and should soon commence to 
reflect its changed status as such. 





WOMEN AND WAR STOCKS 


Lackawanna Steel Not a Woman’s Invest- 
ment—Stocks of Conservative Grade 
More Suitable. 

We expect a lower market for the stocks 
of the companies which have been war- 
prosperous and were unable to make a 
satisfactory showing during say five years 
preceding the war. Such’ stocks should be 
sold now at a profit or a small loss and the 
proceeds reinvested in the best grade of 
rails, preferred industrials and public utili- 
ties. We also refer you to “Intimate Talks 
to Investors” in the last issue of the Mag- 
azine which confirms the above view. 

Lackawanna Steel is not an. investment 
under the above circumstances especially 
for a woman’s funds. However, we con- 
sider American Woolen common a good in- 
vestment at the present time, as this com- 
pany has piled up enormous equities be- 
hind the common stock and this issue is 
selling low enough in the market. The pre- 
ferred is well fortified and is a high-grade 
investment. 
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Woolworth and Kresge Compared 


Profits Per Dollar of Sales—Growth in Yet ae Capital— 
Earnings and Peace Prospects of Stocks | 





By WILL D.’BREEN 





N view of the record breaking 

business being reported by all 
ier} the five and ten cent store 
— chains, an analytical study, of 
the two largest organizations engaged 
in that class of merchandising is of in- 
terest to investors generally and par- 
ticularly to the stockholders of the S. 
S. Kresge Co. and the F. W. Wool- 
worth Co. 

Almost every one is familiar with 
the early history of these vast enter- 
prises. Frank Woolworth originated 
the five and ten cent idea back in 1878 
with $350 capital, mostly borrowed, 
while Sebastian Kresge opened his 
first store in Detroit in 1897 with the 
meagre sum of $6,700 as capital. 

From these modest beginnings ex- 
traordinary success has developed. 
Based on the reports for the first eight 
months of 1918 it is estimated that 
$110,000,000 worth of goods will have 
passed over the Woolworth counters 
at the end of the current twelve 
months. The Kresge organization is 
expected to report sales of approxi- 
mately $36,800,000 at the close of the 
year. Sales of this magnitude would 
mean an increase of $11,897,142 for the 
Woolworth stores and $6,709,000 for 
the Kresge stores over sales in 1917. 

These increases immediately present 
food for thought—for while the Wool- 
worth chain of 1,026 stores is almost 
six times as large as Kresge’s 175 links, 
its gain in sales is but twice as large 
as Kresge’s increase. Extending the 
analysis still further it is found that 
on the actual sales for 1917 the Kresge 
stores averaged $183,479 each while 
the Woolworth average per store was 
but $98,102 in the same year. Though 
each Kresge store averages almost 


twice the sales of a Woolworth loca-* 


tion in the course of the year, the 
capitalization per store was but $73,170 
compared with $62,500 in capital for 
each Woolworth store. 


Comparative Profits 

So far the Kresge organization 
would seem to have the best of it, but 
the proof of the pudding is in the eat- 
ing of it—the pudding in this instance 
being the profits realized on the busi- 
ness done. It is in the conservation 
of gross for net that Woolworth ex- 
cels. In each year since the securities 
of the two companies were offered for 
public participation in 1912 the Wool- 
worth company has shown a bigger 
profit on each dollar’s worth of busi- 
ness than the Kresge chain or, in fact, 
than any other five and ten cent or- 
ganization. 

Probably in no other business is a 
penny profit per dollar of sales of such 
consequence. And in no other business 
is it so carefully watched or so eagerly 
sought after. As the head of a large 
system of stores once told the writer: 
“Lose track of your costs and inven- 
tories for one week and you are hope- 
lessly behind.”:.To further visualize 
the importance of an extra cent in 
profit per dollar of sales, apply it to 
Woolworth’s estimated sales of $110,- 
000,000 for 1918 and it will be found to 
amount to $1,100,000—$2.20 a share on 
the 500,000 shares of Woolworth com- 
mon stock outstanding. 

The graph shows the extent to which 
Woolworth surpasses Kresge in the 
matter of penny saving. Kresge’s best 
yield, 8.07¢ in 1916, was an important 
fraction below. Woolworth’s poorest: 
showing of 8.94c in 1912, which, inci- 
dentally,- was .the first -year of the 
present organization. 
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For example, take the results for 
1917 when Woolworth showed a profit 
of 9.44c and Kresge 6.18c, the differ- 
ence being 3.26c. This difference gave 
the Woolworth company $3,098,531 
more profit on its sales of $98,102,858 
than would have resulted if the return 
was the same as Kresge’s. By the same 
process, if it made as large a return as 
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Woolworth, Kresge’s profits would 
have been $980,956 greater on its sales 
of $30,090,700. This would have been 
equal to almost $10 a share on 
Kresge’s $10,000,000 common stock. 
The financial condition of both com- 
panies is as good as can be found in 
any industrial organization. This con- 
dition is directly due to the very na- 
ture of the business—“Cash and 


Carry.” Under these conditions the 
companies turn their money over five 
to seven times a year. Consequently 
they do not have to look to banks or 
bankers for funds to finance increas- 
ing business. And as they expect their 
customers to pay cash, they in turn 
pay “spot” for their merchandise, 
which results in a considerable saving 
in the way of discounts. It is remark- 
able that Woolworth could handle up- 
wards of $100,000,000 worth of busi- 
ness in 1917 and show current liabili- 
ties of but $559,572 which included 
$218,750 in dividends payable. 


Working capital has been steadily 
increased from year to year which is a 
necessity in view of the ever-expand- 
ing business of the two companies 
Comparing working capital at the 
close of 1917 with that of 1912, Wool- 
worth increased that item by 54% 
while Kresge showed a gain of 150%. 
Undoubtedly the latter’s showing was 
aided by the sale of $1,000,000 common 
stock at par in 1915. Naturally the 
bulk of working capital is made up of 
inventories, Woolworth having $17,- 
278,062 and Kresge $5,197,841 worth 
of merchandise on hand on January 1 
last. 

While Kresge’s working capital has 
shown a larger percentage of increase 
in the past six years, the ratio of work- 
ing capital to sales is below that shown 
by Woolworth. The difference is not 
so great to be of any consequence, as 
is shown in the table giving the 
amount of working capital and the 
ratio of same to gross business. Both 
companies are well fortified as re- 
gards funds for carrying on their busi- 
ness and the supplies of merchandise 
on hand. 

Earnings for Stocks 


Few industrial corporations can 
show such a huge earning power on 
their preferred issues as these two or- 
ganizations report on their 7% pre- 
ferred stocks. In the six years, 1912 
to 1917 inclusive they have never failed 
to show a large surplus over disburse- 
ments on the senior stocks while in 
1916 Kresge earned. 106.47% on its 
$2,000,000 preferred. In the six-year 
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period Kresge earned a total of 
393.91% on its preferred and disbursed 
$36.25 a share, while in the same period 
Woolworth earned 320.7%, disbursed 
$42.25 a share and reduced the stock 
outstanding from $15,000,000 to $12,- 
500,000. 

In the matter of earnings on the 
common issue, Kresge has made a bet- 
ter showing than Woolworth. In the 
six-year period Kresge earned a total 
of 107.56% a share and disbursed 23%, 
21.5% of the aggregate, in dividends. 
In the same period Woolworth earned 
75.89% on its common and paid 
366.25%, 47% of total earnings, in div- 
idends. In addition Kresge paid an 
80% stock dividend in 1915 when the 
common capital was raised from $5,- 
000,000 to $10,000,000, thus further in- 
creasing the return to stockholders. 

This record of earnings on the com- 
mon stocks of the two companies re- 
calls the point, previously made, of 
the comparative capitalization and av- 
erage sales per store of the two sys- 
tems. The figures show that each 
Kresge store, on the average, handled 
87% more business in 1917 than the 
Woolworth stores. At the same time 
the average capitalization of the 
Kresge stores was but 17% greater 
than the Woolworth average. This 
naturally leads to the conclusion that 
Woolworth is, in comparison with 
Kresge, overcapitalized. However, 
this situation would appear to be in 
the process of correction. Since 1912 
the average store capitalization of the 
Woolworth chain has* been reduced 
about 40%, from $103,011 to $62,500 at 
the beginning of 1918. In the same 
period Kresge capitalization has been 
reduced about 11%, from $82,353 to 
$73,170. 


Big Sales 


In the matter of business handled 
there is no complaint as both com- 
panies report big increases in sales 
from year to year. This is shown by 
the following table of gross for the 
past five years, 1918 sales being esti- 
mated on the basis of the reports for 
the first eight months to August 31: 


Woolworth Kresge 
eS $ 66,619,669 $16,097,571 
ee 75,995,774 20,943,301 
ee 87,089,271 26,395,548 
ed oNena 98,102,203 30,090,700 
EE ae dean 110,200,000 36,800,000 


It is interesting to note that in each 
year both companies showed a heavy 
increase in turnover. On a percentage 
basis Kresge’s sales show a bigger 
growth than Woolworth’s, the esti- 
mated sales for 1918 being 128% 
greater than those of 1912 compared 
with Woolworth’s expansion of 65% 
in the same years. 

An analysis of the asset value of the 
common stocks shows the balance in 
favor of Kresge’s junior issue, which 
is even more significant when it is 
considered that the stock was doubled 
about three years ago while the Wool- 
worth common capital has remain un- 
changed since the organization of the 
company in 1912. 

As the item of “good will” has in 
this instance little, if any, tangible 
value, and there is a goodly use of it 
in the capital of both companies, it has 
been entirely disregarded in arriving 
at the actual assets behind the common 
stocks. The property assets of the 
Kresge company, as disclosed in the 
1917 report, amounted to $11,214,197 
from which is deducted current liabili- 
ties, mortgage payable and preferred 
stock at par, a total of $4,478,400, leav- 
ing a balance of $6,735,707, or $67.35 a 
share on the 100,000 shares of common 
outstanding. 

The Woolworth 1917 report showed 
property assets of $35,202,854 from 
which outside liabilities and preferred 
stock at par, amounting to $13,944,172, 
were deducted, leaving a balance of 
$21,258,682 for the 500,000 shares of 
common stock, or $42.51 a share. 


Effect of Higher Costs 


The annual reports of the two com- 
panies for the current year will be of 
unusual interest inasmuch as this is 
the first year that five and ten cent 
store companies are selling American 
goods exclusively, which will undoubt- 
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edly cause an increase in the cost of 
the goods*sold due to the higher cost 
of domestic merchandise. Imports 
from the Central Powers have~-been 
curtailed’ entirely since early in 1916 
and receipts from other countries have 
been. gradually dropping until today 
even England and Japan, formerly 
markets for large amounts of merchan- 
dise, are no longer able to ship the 
goods due to lack of ocean tonnage. 
The falling off in imports, to a large 
extent, resulted in both companies 


ings this year will increase over 1917 
as the gain in sales will more than pull 
in the slack created by higher costs of 
goods and additional war taxes, 

War or peace, prosperity or depres- 
sion, the five and ten cent stoves have 
continued to increase their sales, while 
the keen management of the business 
has’ resulted in good profits, and so far 
there is no indication that the limit of 
expansion has been reached. 

While the business of these com- 
panies has grown during the war, its 








WORKING CAPITAL AND ITS 





RATIO TO GROSS BUSINESS 





Kresge Woolworth 

Working Capital Ratio Working. Capital Ratio 
EE dina aia $1,811,094 17.5 % $11,514,694 18.9% 
RE cpa be dicen 1,916,991 14.5 % 12,925,123 19.5% 
BOOS os ldbccieds 1,870,718 11.6 % 13,933,092 20.0% 
BN, Sa shb Batak ae 3,180,250 15.1 % 15,084,116 19.8% 
ae 3,777,560 14.31% 16,698,212 19.2% 
ES 4,528,266 15.05% 17,720,710 18.1% 





showing a ‘smaller percentage of 
profits in 1917 than in the previous 
year, Woolworth dropping from 10% 
to 9.44% of gross while Kresge’s 
profits were reduced from 8.07% to 
6.18%. Formerly, imports represented 
about 15% of the goods sold. On the 
basis} of the estimated sales of the two 
companies for this year, $147,000,000, 
approximately $22,000,000 of Ameri- 
can. goods will be needed to replace 
foreign goods. 

However, it is probable that earn- 








growth has not been because of war 
orders, either directly or indirectly, 
but because of rising prices and con- 
tinued good sales. There is therefore 
no reason to expect any important de- 
cline in their earnings or the prices of 
their stocks with the approach’ of 
peace. 

Both are growing, progressive com- 
panies, and should eventually be able 
to increase their dividend distributions 
to ‘stockholders. They are promis- 
ing peace investments. 


—_—_—_—_—______. ._-"-"’"”*#77NnccwAvT"T-"T"-"-C\Our-"---CCV"-."-VCVV."""-- 
FOURTH LIBERTY LOAN GREATEST EVER 


The Fourth Liberty Loan is not only the greatest borrowing enterprise ever under- 
taken “by the Government of the United States, but the greatest in modern financial 
history. This igs true both from the standpoint of its amount and also from that of the 

; territory to Be covered, the character of the p:oblem it affords and the future effects 
to be expected from it:. Precisely how tremendous a transaction it is can be understood 
best from a survey. of recent war loans of some of the principal belligerent countries 


as follows: 

Canadian. Victory Loan, November, 1917.....:......... $ 500,000,000 
*Hungarian Seventh War Loan.............6......05.065 600,000,000 
EE ere 1,000,000,000 
I SE EE EUR, ns nso cnacccnssgocescesces 1,150,000,000 
Te DE 8 See eer 2,261,864,409 
German Eighth Wart Loan.........................05. 3,600,000,000 
Third Liberty Loan of United States................... 4,176,516,850 

A ARE ee ey Te 5,096,245,320 


~“FOQURT 


“British Victory Loan of 1917....... 
FOURTH VICTORY 


LOAN OF UNITED STATES... 6,000,000,000 









































Some Prosperous Railroads 


Those Which Should Emerge From the War Period in 
Strong Position—Why They Are Good 
Investments Now 





By JOHN 


MORROW 





O write of rich railroads in these 
days may at first thought seem 
to invite the comment that 
there “ain’t no such animal.” 

A more or less general impression pre- 

vails that under Federal control the 

roads are tightly bound and restricted 
as to earnings. 

Technically that is true. The Gov- 
ernment has guaranteed the railroads a 
fixed compensation as “rental” for the 
use of the properties for a certain 
period. That guarantee is based upon 
the average net operating income for 
the three years preceding July 1, 1917. 
However, the earnings of those three 
years were quite satisfactory. Many 
roads in that time were paying re- 
spectable dividends, and in addition 
showing comfortable surpluses. As it 
may be understood now, there is no 
apparent intention on the part of the 
Government to deprive the roads of 
such surpluses. 

Under the terms of the standard 
contract which will be agreed to by the 
Government and each individual road, 
the Director General of Railroads is 
given wide powers as to the right of 
the Government to make deductions 
from the guaranteed compensation. 
In announcing the final form of the 
operating contract, Mr. McAdoo said, 
regarding this point, “Provision is 
made for the annual compensation to 
be paid to the company in quarterly 
instalments. This compensation will 
not be subject to any deductions which 
would prevent the company from sup- 
porting its corporate organization, 
keeping up its sinking funds, paying 
taxes and rents, and interest hereto- 
fore paid, and interest on loans issued 
during Federal control. The Govern- 
ment has the right to make deductions 
from the remaining compensation to 
satisfy indebtedness which the railroad 





company may owe to the Government ; 
however, the contract declares the 
power of deduction to be an emergency 
power, to be used only when no other 
reasonable means is provided by the 
company’ to reimburse the United 
States, * * *” 

From this it seems reasonable to be- 
lieve that it is not the intention of the 
Government to disturb unnecessarily 
the surpluses that rails may have af- 
ter the satisfaction of coporate debts 
and the payment of dividends at a rate 
equal to those paid during the three 
test years. With a number of roads 
these indicated surpluses are far from 
inconsiderable, and constitute a factor 
of importance in adding to the intrin- 
sic merit of their shares. 


Disposition of Surpluses 


The question of the disposition of 
these apparent surpluses opens up 
some interesting possibilities. It may 
be regarded as certain that few if any 
increases in dividends will be allowed. 
It is also quite sure that as long as wart 
conditions last, the railroads will spend 
little upon additions and betterments, 
on the theory that the high cost of ma- 
terials and the lack of essential labor 
will warrant delay. The operating con- 
tract specifies that no deductions from 
the standard return are to be made in 
respect of additions and betterments 
which are for war purposes, and not 
for the normal development of the 
property. 

If the situation develops along the 
lines indicated there is a considerable 
group of roads which should come 
out of the period of Government con- 
trol in a very comfortable - financial 
position. Such roads would include 
Atchison, Atlantic Coast Line, Ches- 
apeake & Ohio, Great Northern, Illin- 
ois Central, Louisville & Nashville, 
New York Central, Norfolk & West- 
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ern, Northern Pacific, Southern Pac- 
ific, Southern Railway and Union 
Pacific. 

Reference to the table will show the 
approximate average per share earn- 
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ings on the common stocks of these 
companies during the period from July 
1, 1914 to June 30, 1917, the current 
rate of dividends, the surplus after 
dividends but before income taxes, and 


the amount of stock outstanding. The 
amount of income tax that will be 
levied is not yet finally settled, and 
this impost will deduct something from 
the surpluses indicated in the table. 
In a general way these deductions may 
be estimated in amounts equal to from 
1 to 2% upon the outstanding shares. 


Great Northern—Northern Pacific 


Great Northern and Northern Pa- 
cific, on the face of estimated returns 
may possibly not be considered as 
properly placed in the group of rich 
roads. However, the tremendous asset 
which they have in their joint owner- 
ship of the Burlington adds marked 
strength to their position. Under the 
Federal guarantee Burlington will 
have revenues equal to above 24% on 
the stock, or three times the normal 
dividend of 8% and this equity is under 
direct control of the two proprietary 
companies. This equity has caused 
almost endless conjecture, but the pos- 
sibilities thereof may not be seen un- 
til the question arises of providing for 
the maturity in 1921 of the Northern 
Pacific-Great Northern joint collateral 
4% bonds, which are secured by the 
Burlington stock. 


Southern Railway 

Southern Railway might not be 
thought of as a system of any parti- 
ular affluence, when its record of the 
past is reckoned, but there is signif- 
icance in the rapid earnings develop- 
ment of the road since 1914, While 
dividends on the common stock may 
not be inaugurated in the near future, 
the fact that there will be an apparent 
annual surplus of $4,800,000 after pre- 


ferred dividend payments, is_ well 
worth consideration. Incidentally 
Southern Railway preferred, a 5% 


stock, may be bought to yield about 
7.3%, and the dividend is well secured. 
If Government control had not come 
about, Southern would have stood a 
good chance of earning more than it 
will receive under the guaranteed 
compensation. In the year ended 
une 30, 1917 earnings were equal to 
8% upon the common stock, and in 
the six months ended December 31, 
1917, earnings equalled 5.25% upon the 
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common, or at the annual rate of 
10.50%. The territory through which 
Southern runs is awake as never be- 
fore. 
Reading 

Reading is not included in the list 
of roads, but a compilation of the “for- 
tunate ones” would hardly be com- 
plete without due reference to Wall 
Street’s pet mystery. More ahd more 
Reading is coming to be classed as an 
industrial rather than as a railroad. 
This, of course, on account of the coal 
and iron properties, wherein lie the 
source of Reading’s claim to wealth. 
It is estimated that Reading, under 
Federal Control, will receive an income 


enable them to approach the after-the- 
war period with a solid financial po- 
sition. 
Atchison 

The Atchison system stands as a 
pure example of the transportation 
machine. Outside investments are very 
small as compared with those of other 
systems of relative size and import- 
ance, and “other income” account has 
always been puny. Atchison, a pioneer 
in the southwestern territory, has 
steadily developed traffic and added to 
the volume of business by building 
lines ahead of development and an- 
ticipating the transportation needs of 
a new country. Always generous with 
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SURPLUS UNDER GOVERNMENT CONTRACT 


Approximate average 


per share July Present 
1, 1914, to dividend 


June 30, 1917 
Se eis Hedin oo alaee $12.1 
Atlantic Coast Line............ 11.1 
Chesapeake & Ohio............ 9.2 
ee 9.0 
en eee 11.0 
Louisville & Nashville......... 16.5 
New York Central............. 11.7 
Norfolk & Western............ 14.3 
Northern Pacific .............- 9.3 
Southern Pacific .............. 11.3 
Southern Railway ............. A 


Union Pacific 


*Preferred. Company has no common. 


Surplus after Common 
dividends, but stock 
rate before income tax outstanding 
$6 $13,447,785 $220.455,500 
7 2.769,935 67,559,400 
4 3.273,215 62,792,600 
7 5,139,251 *249,478,250 
7 4,371,655 109,291,392 
7 6,840,000 72,000,000 
5 16,739,907 249,849,360 
7 8,792,514 120,445,400 
7 5,704,000 248,000,000 
6 14,459,648 272,823,400 
0 4,800,000 120,000,000 
10 10,447,775 222,293,100 





from the railroad alone equal to over 
7% on its common stock. Returns as 
high as 18% on the common have 
been figured when profits from coal 
were included, but excluding the busi- 
ness of the Reading Iron Co. Segrega- 
tion of the Reading properties has long 
been a favorite topic in the Street, and 
despite frequent disappointment the 
possibility exists that the question may 
be brought to a head before Federal 
control, on the present basis, is re- 
linquished. 

{indicated surpluses of the other 
roads under consideration are ap- 
parently quite clear cut. On the basis 
of expected revenues, they all will have 
something more than funds with which 
to continue present dividends, and the 
accumulation of those surpluses will 


appropriations from surplus for prop- 
erty upkeep, Atchison has steadily kept 
pace with all demands placed upon its 
facilities. For years the favorite meth- 
od of financing used by the road was 
the issue of convertible bonds, and this 
is in a large degree responsible for the 
increase in the amount of common 
stock outstanding, and on the other 
hand has worked to keep bonded debt 
at a conservative level. 


Southern Pacific 


Southern Pacific, a competitor of 
the Atchison, is one road which came 
through the “railroad crisis” with in- 
creasing rather than diminishing net 
revenues. In the year 1917, earnings 
on the stock were equal to 17.65% 
upon the amount outstanding, the 
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largest surplus ever recorded by the 
road. Southern Pacific is one of the 
big “outside investment” roads, and 
annual income from its various hold- 
ings of the securities of other prop- 
erties run above $10,000,000. It was 
argued at the time of the opening of 
the Panama Canal that Southern ‘Pa- 
cific would be one of the roads to 
suffer by the diversion of traffic from 
rail ‘to water routes, but the manage- 
ment of the system, at that time, ex- 
pressed confidence in the ability of the 
lines to develop enough local, com- 
parative-short haul traffic to offset the 
possible loss of the through long haul 
freight. A conclusive test remains to 
be made, 
Union Pacific 

Union Pacific is another system 
comfortable in the ownership of out- 
side investments, returns from which 
equal approximately 3.20% upon the 
$22,293,100 common stock, or nearly 
one-third of the present 10% dividend 
rate. Union common has been one of 
the favorite speculative rail shares, but 
latterly there have been signs that it 
was coming to be regarded as more in 
the investment class. In normal times 
Union Pacific would not regard the 
expenditure of $10,000,000 or more up- 
on property as anything unusual, and 
it will be noted that the estimated sur- 
plus of the road that may accure an- 
nually during Government control is 
between $10,000,000 and $11,000,000. 

Norfolk & Western—C. & O. 

Norfolk & Western and Chesapeake 
& Ohio represent the soft coal roads, 
with Norfolk having the better earn- 
ings record, and the better balanced 
financial structure. Norfolk has only 
$90,000,000 funded debt, and $142,000,- 
000 preferred and common stocks, 
whereas Chesapeake has a funded debt 
of over $182,000,000 and a share cap- 
italization of $62,792,000, stock all of 
one class. About three-fourths of the 
total tonnage of each road consists of 
soft coal, and operating costs in mov- 
ing a large volume of low grade freight 
are all important factors. Norfolk & 
Western has made a fine showing in 
this respect, and Chesapeake has de- 
monstrated a big improvement in the 


past few years. In fact, C. & O. is a 
road revamped physically and finan- 
cially, and recently has been looked 
upon with favor by purchasers of rail 
stocks. Both Norfolk and Chesapeake 
have found war conditions to their 
liking, and have substantially increased 
earnings over pre-war years. Their 
prosperity depends largely upon ac- 
tivity in the manufacturing industry 
of the country. Figures indicate that 
their surpluses after dividends will 
equal the amounts necessary to pay 
the dividends, before deduction of in- 
come taxes. 
Central 

New York Central has been a specu- 
lative favorite among the rails. Earn- 
ings show rather wide fluctuations, and 
one reason for this is the comparative- 
ly large funded debt as compared with 
the amount of stock outstanding. It 
would seem, as far as actual surplus 
is concerned, that New York Central 
will fare as well, if not better, than 
the other roads. The three test years 
were years of big business for the 
system, and the Federal guarantee 
leaves little to be desired. 


Atlantic Coast Line 


Atlantic Coast Line is an old system 
with a dividend record of years stand- 
ing. Not much is heard about the sys- 
tem, as a general rule in financial cir- 
cles, but earnings of the line speak for 
themselves. Atlantic Coast Line has 
a fairly well diversified traffic, and its 
control of Louisville & Nashville, 
through the ownership of 51% of the 
stock, is a source of strength. Louis- 
ville will have a generous surplus af- 
ter dividends, and this adds no little 
to the equity behind Atlantic Coast 
Line stock. The big business of the 
South has been reflected in an increase 
of annual earnings equal to 4% on At- 
lantic Coast Line’s shares. 

L. & N. 

Louisville & Nashville, paying 7% 
and selling above 115 is rather high as 
compared with the other rails, but 
there is a smaller floating supply of 
stock. Since the south began to share 
in war profits, Louisville’s earnings 
have jumped ahead, although its rec- 
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ord over a series of years in this re- 
spect is impressive. On a percentage 
basis, the system promises to have a 
larger margin over dividends than any 
of the other roads, with an approximate 
per share revenue of 16.5% and div- 
idends of only 7%. Herein is another 
reason for the regard in which the 
market holds the company’s stock. 


Illinois Central 


Illinois Central in the few years 
prior to the war passed through a com- 
paratively lean period, with earnings 
on stock running at an annual rate 
of less than 7%. In the last three 
years there has been a decided change, 
and revenues have increased to annual 
returns of over 12%. Lines of the 
system stretch from the middle west 
manufacturing centers down through 
the “old south”, and connect the Great 
Lakes corn belt and winter wheat 
states with the Panama Canal trade 
routes. Before the war turned normal 
traffic routes topsy turvy, Illinois 
Central was supposed to be in an ex- 
cellent position to benefit from the 
opening of the Canal. 


Conclusion 


There are no experiments among 
these roads. All are seasoned, and al- 
though the market values of their 
stocks suffered severely as the railroad 
situation went from bad to worse, the 
decline in prices was caused by cir- 
cumstances beyond control of the priv- 
ate managements. The graph will 
show the price trends of the various 
stocks from December 31, 1913, to 
October 1, 1918. The present levels 
are far from the highs made during the 
war markets of 1916 and 1915, but 
they are up from the lows of 1917. 

At current prices their shares bring 
an income return of from a little less 
than 7% to well over that, with as- 
surance of a continuance of the pres- 
ent dividends. This in itself should 
be enough to attract conservative 
funds, but there is the most important 
safeguard of substantial surpluses over 
and above dividends to add to the at- 
tractiveness of the purchase. These 
surpluses may remain undisturbed for 
some time, but they are reserves for 
the future of important significance 
and will tend to build up values be- 
hind the stocks. 








The New Int. Harvester as a Peace Stock 


Outlook for Big Post-War Business—Huge Working 
Capital—Settlement of Government Suit— 
Is the Stock a Purchase? 





By FREDERICK LEWIS 





S the Allied victories have been 
growing in importance, bring- 
ing daily nearer that peace for 
which the whole world is 
yearning, the financial community has 
been busying itself trying to classify 
the various industries. The important 
question is, which are the companies 
that will be most favorably affected 
when war conditions are a thing of the 
past? 

There has been considerable differ- 
ence of opinion as to whether certain 
industries would be benefited or hurt 





by the coming of peace, but as regards 
the industry of manufacturing har- 
vesting machinery there can be but 
one opinion. The new International 
Harvester is a 100% peace stock. 
Stocks of provisions all over the 
world have been lowered. The people 
of the Central Empires have been un- 
derfed ever since the war started. 
When peace comes, therefore, every 
effort will be made to increase the 
yield of food products and the demand 
for up to date agricultural machinery 
is bound to be enormous. ; 
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After the War Business 

The very capable management that 
is at the helm of the International Har- 
vester Co. has clearly seen the wonder- 
ful opportunities that will be opened 
for the company when the war is over 
and, in order to clear the decks for 
action, decided to compromise the 
United States Government suit for dis- 
solution, even though the chances of a 
favorable decision by the Supreme 
Court of the United States looked 
bright. The watchword is “Get every- 


INTERNATIONAL HARVESTER 
Table I—Common Dividend Record 


Internat’! Internat’l Intern’t’l 
Harvester Harvester Harv’st’r 











Co. Corp. Co. of N. J. 
ree *3 % Bosses ore 
ES aa 434% ee Wie 
SESS panic 566 Bh Ban ces . FEF 
GE cate es 1%4% 33%4% 334% 
ee Wesicen 47 5 % 
re EM ae Hs 5 % 
ie oe a eet 5S % 
eee Desvee oS eee 7 % 
ae a Se ees ee 


*Also a 331/3% stock dividend paid in 
common stock. 

tInternational Harvester Co. was split 
into two companies in 1913—the Interna- 
tional Harvester Co. of New Jersey and the 
International Harvester Corporation. Divi- 
dends of 7% on preferred stocks have been 
regularly paid since organization. 

*International Harvester Co. formed 

as consolidation of International Harvester 
Co. of N. J. and International Harvester 
Corp. in 1918. Dividends started at rate of 
6% in Oct., 1918. 





thing ready for the big after the war 
business.” 

President Cyrus H. McCormick, in 
a recent address to the stockholders, 
said in part: “When- victory is won, 
a great task and a great opportunity 
for service will come to America in the 
countries where war has partly or 
wholly destroyed agriculture. There 
will be in many countries a scarcity of 
food and in Russia the conditions al- 
ready threaten a famine. The people 


of these countries can be fully fed only 
by the restoration. of their agriculture, 
and this will necessarily depend upon 
their supply of farmer’s implements.” 
It can be seen, therefore, that it is a 


moral duty as well as good business 
for International Harvester to prepare 
for a huge export trade after the war. 


The Harvester Suit 


The Harvester suit was instituted in 
Minnesota in 1912 by the Government, 
which, for the first time in the pros- 
ecution of alleged combinations in 
restraint of trade, asked for a dissolu- 
tion on the grounds mainly of size and 
power, rather than any wrongful use 
of that power. 

In order to strengthen the company’s 
contention that it was not a violator 
of the Sherman Anti-Trust Law, its 
properties were divided, the Interna- 
tional Harvester Corporation acquir- 
ing in 1913 all of the plants in the 
United States devoted to the manu- 
facture of its so-called new lines, con- 
sisting of gasoline and oil engines, 
tractors, auto-wagons, cream separa- 
tors, wagons, manure spreaders and til- 
lage and planting implements, also 
the entire capital stocks of the com- 
panies owning the foreign plants, lo- 
cated in Canada, France, Germany, 
Russia and Sweden. The International 
Harvester Co. of New Jersey acquired 
the remaining plants in the United 
States. 

The agreement also provided for 
such a division of assets and liabilities 
as of Dec. 31, 1912, that the net assets 
of the two companies should be equal. 
The capitalization of the old company 
was $60,000,000 preferred and $80,000,- 
000 common stock. The two new com- 
panies, the International Harvester 
Corp. and the International Harvester 
Co. of New Jersey were capitalized 
with $30,000,000 preferred and $40,000,- 
000 common stock each. 

Despite this division of the com- 
pany’s assets the United States Dis- 
trict Court decided against the Har 
vester interests and ordered them to 
dispose of the harvesting machinery 
lines known under the trade names 


of “Osborn,” “Milwaukee” and 
“Champion,” the trade names them- 
selves and all patterns, drawings, 


dies, jigs and other equipment used 
in the manufacture of these lines 
to a_ responsible and independent 
manufacturer of agricultural imple 
ments. Under the decree the Harvester 
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interests were also to be prohibited 
after December 31, 1919, from having 
more than one representative or agent 
in any city or town of the United 
States for the sale of harvesting ma- 
chinery or other agricultural imple- 
ments. 

The case was appealed to the United 
States Supreme Court but, as already 
stated, the appeal has now been with- 
drawn and the company has decided 
to conform with the decree of the 
lower court, In this connection it was 
announced recently that the “Osborn” 
line of harvesting machinery was sold 
in August to the Emerson-Branting- 
ham Co., formal transfer taking place 
on October 1. 

With the Government suit out of the 
way there remained no good reason 
why the International Harvester’s re- 
maining business should be managed 
by two companies and accordingly, a 
plan was formulated and approved for 
the merger of the International Har- 
vester Company of New Jersey and the 
International Harvester Corporation 
into a new company called the Inter- 
national Harvester Company. The 
new company has a capitalization of 
$140,000,000 which is equal to the 
combined capitalization of the two 
companies merged. See Table III. 


The New Merger 

Under the agreement the preferred 
stock of both companies will be ex- 
changed share for share into new pre- 
ferred stock. International Harvester 
Company of New Jersey common stock 
will receive one and one-third shares 
of new common for each share turned 
in and the common stock of the Inter- 
national Harvester Corporation will 
obtain two-thirds of a share of new 
common for each share turned in. 

The history of the two companies 
that were formed in 1913 and are now 
to be dissolved has been strikingiy 
different. The International Harves- 
ter Corporation having charge of the 
foreign business was naturally hard 
hit by the war and was forced to dis- 
continue dividends on the common 
stock. In 1913 net income, available 
for dividends, was $7,255,253 and in 
1915 it had fallen to $3,820,141. In 1917 


there was a big improvement, net in- 
come reaching $9,086,103, but all this 
profit was charged off to war loss, a 
result of the economic collapse of 
Russia. 

In all, the International Harvester 
Corporation has charged off $13,941,168 
on account of war loss, of which 
amount $10,120,000 represents unques- 
tionable losses in Russian funds, $316,- 
825 represents the value of equipment 
commandeered by Germany in French 
works, $2,556,175 represents a conserv- 








INTERNATIONAL HARVESTER 
(Years ended Dec.3!) 
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ative estimate of losses on receivables 
outstanding December 31, 1917, and 
$948,168 represents the French works 
inventory taken by Germany. 

In addition to the funds withheld in 
Russia and enemy countries, the Inter- 
national Harvester Corporation’s in- 
vestments in those countries, included 
in the balance sheet, is plant property 
and inventory at Lubertzy works, 
Russia, $4,750,000 and at Neuss works, 
Germany, $2,100,000. The French 
works at Croix, France, are within the 
German lines and their condition is 
unknown. This property is carried at 
a depreciated value of $830,000. 


Earnings Paid War Losses 
It can be seen, therefore, that the 


corporation has charged off to profit 
and loss the greater part of its foreign 
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investments and should have little, if 
any, more losses to charge off on that 
account. The International Harvester 
Corporation’s surplus earnings, after 
deducting dividends, for the five years 
ended December 31, 1917, just about 
equals the sums of money charged off 
on account of war losses. This com- 
pany comes back, therefore, very 
nearly as valuable a property as when 
it was separated in 1913 and with per- 





INTERNATIONAL HARVESTER 
Table II—Price Range of Common Stock 
Internat’! Internat’! Internat’l 
Harvester Harvester Harvester 

Co. . Co. of N. J. Corp. 


High Low High Low High Low 


1908.. 67% 52 

ts PEER 60555 “sdsow coast isttes 

ce EEE ivi.cow, odessa 9 st00 seene 
8 99% 


teks, wades. cauwe 
i is 
BR? wetae Gavan lll 96 110% 95% 
en Se casdin eves 113% 82 111% 82 
ea Rata ea 114-90 55 
Ee dg au aka 126% 108% 90% 68% 
| ASRS 123 100% 50 
ee 135% 111% 72 53 


The stock of the new International Har- 
vester Co., which is to take over the Inter- 
national Harvester Co. of N. J. and the 
International Harvester Corp., is now traded 
in on the New York Curb and is selling 
around 100. Application has been made to 
list this stock on the New York Stock Ex- 
change. 








haps greater possibilities than it ever 
had before. 

The International Harvester Com- 
pany of New Jersey has been uniformly 
prosperous since its start in 1913, 
earnings showing a steadily increasing 
tendency. In the five years ended De- 
cember 31, 1917, over thirty-one mil- 
lions have been put back into the prop- 
erty from earnings. 

It would appear from these facts, 
therefore, that the new International 
Harvester Company that has been 
formed has considerably greater as- 
sets than the International Harvester 
Company that was dissolved in 1913, 
although the capitalization is the same. 
In 1913 the working capital of the old 
company was $112,000,000, whereas the 
working capital of the present com- 


pany is over $160,000,000. As against 
this the present. company is obliged to 
sell some of its well known brands, but 
although this factor may cut earnings 
somewhat, it is the best opinion that 
the very efficient management that the 
company is blessed with will soon over- 
come the handicap by a greater ex- 
pansion of its remaining lines. 


Position of Stock 


At present prices of around 100 the 
common stock of the new International 
Harvester Co. would appear to be 
on the bargain counter. The work- 
ing capital of the company alone is 
equal to more than the par value of its 
securities outstanding. If the value of 
the plants and equipment is included 
actual assets behind the common 
stock equal about $150 a share. The 
accompanying graph shows how earn- 
ings have been turned back into the 
property. 

Dividends have been started on the 
common stock at the rate of 6%. per 
annum and in view of the earning 
power the company has been able to 
show in recent years, as well as the 
brilliant prospects before it, there is 
every reason to believe that still more 
liberal disbursements will be made in 
‘he future. In 1911 and 1912 when 
International Harvester Company was 
only paying 5% on the common stock 
(see Table 1) it generally commanded 
a price well above par. In both these 
years it sold over 125 (see Table II). 








INTERNATIONAL HARVESTER 
Table I1I—Capitalization and Working 
Capital of the New Company 
era $ 60,000,000 
EPPS EPO TTY 80,000,000 

Working capital as of Dec. 31, 
BT. bati.c den% 5 oncths ews dcnee 162,918,940 
Less funds held in Europe owing 
to war -onditions............ 35,312,972 


Working capital immediately 
I no a cnc ana d ie a $127,605,968 








The common stock, in the opinion of 
the writer, can be regarded as a de- 
cidedly attractive business man’s in- 
vestment, with excellent peace pros- 
pects. 
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RAILROADS 





ATCHISON, TOPEKA & SANTA FE— 
Ratify Contract—Directors voted to recom- 
mend to stockholders at adjourned annual 
meeting on Oct. 15 to accept contract 
offered by Railroad Administration for 
operation of property during war period. 
The usual quarterly dividend of 14% was 
declared on common stock. It will be paid 
on Dec. 2 to stockholders of record Oct. 31. 


BALTIMORE & OHIO — Three-Year 
Rental; Notes Extended—Directors claim 
that “three years’ basis” of compensation 
or rental of property is not sufficient or fair. 
Large outlays made upon property during 
that term and since, were not then produc- 
tive, but have increased its value and pro- 
ductive power since, immensely. Arranged 
for a four-month extension of $22,500,000, 
made up of two issues of notes, $10,500,000 
and $8,000,000, and bank loans totaling ap- 
proximately $4,000,000. On June 26, it was 
announced that company had sold $10,500,- 
000 three-month notes to a syndicate headed 
by Kuhn, Loeb & Co. and Speyer & Co. 
The $8,000,000 issues was originally dated 
July 29, but was extended. The same syn- 
dicate purchased and later extended that 
issue. 


BOSTON & MAINE — Reorganization 
Plan—Meeting of reorganization committee 
was held at which a number of corrections 
and revisions of reorganization plan were 
agreed to. The plan was then forwarded 
to Railroad Administration authorities at 
Washington. After plan is finally approved 
by Railroad Administration necessary meet- 
ing of leased lines and other parties at in- 
terest will be called to vote on plan. 


CANADIAN PACIFIC—Freight Hand- 
lers Strike—Freight handlers and railway 
clerks from Great Lakes to Pacific coast are 
on strike. The company states that dispute 
resulting in a strike was an attempt of a 
small union in Calgary, controlled by for- 
eign organizer, to dictate the appointment 
of a superior officer and introduce a system 
disorganizing discipline in company’s organ- 
ization. It has already accepted the Mc- 
Adoo award. ° 


CHICAGO & ALTON—Earnings—Meet- 
ing Adjourned—August gross was $2,752,- 
476, an increase of $842,035 over 1917. Net 
income was $740,678, an increase of $237,013 
over 1917. Eight months gross ending 
August 31 was $15,234,095, an increase of 
$1,812,553 over 1917. Net income was $1,- 
358,122, a decrease of $1,532,318 from 1917. 
Annual meeting of stockholders of this com- 
pany scheduled for Oct. 1, was adjourned 
until Nov. 15, no business being transacted. 
Stockholders of the road have not yet taken 
any action relative to the Government con- 
tract. 


CHICAGO, MILWAUKEE & ST. 
PAUL—No Back Dividends—Directors do 
not contemplate any measure that will re- 
sult in payment of back dividends on pre- 
ferred and common stock. Since Decem- 
ber 29, 1917, when the Government acquired 
control of railroads, the directors have been 
unable to continue paying dividends be- 
cause road’s charter provides that dividends 
shall be paid only when earned. Last year 
it paid full 7% on the preferred stock and 
4%4% on common, a decline in latter distri- 
bution of %% from the 1916 rate. But 
basing earnings on calendar year (which is 
now the standard twelve-month period for 
railroads) instead of fiscal year ending June 
30 and company did not fully earn its 7% 
preferred dividend, nor has it approached 
earning it thus far this year. Dividends 
that ordinarily would be declared in Feb- 
ruary, were not acted upon and are now 
seven months overdue. 


DELAWARE & HUDSON—Earnings— 
August gross was $3,817,632, an increase of 
$871,351 over 1917. Net income was $1,055,- 
109, an increase of $52,368 over 1917. Gross 
earnings for period ended August 31 was 
$22,276,983, an increase of $2,646,393 over 
1917. Net income was $1,831,491, a de- 
crease of $2,447,272 from 1917. 


ERIE—Earnings—August gross was $9,- 
818,517, an increase of $3,392,281 over 1917. 
Net income was $544,100, a decrease of 
$624,561 from 1917. Eight months gross 
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was $53,857,115, an increase of $7.715,289 
over 1917. Net deficit was $3,316,411, a 
decrease of $9,819,223. 


_ KANSAS CITY SOUTHERN—Dividend 

—Directors have declared regular quar- 
terly dividend of 1% on its preferred stock, 
payable Oct. 15 to holders of record Sept. 
30, “if on or before date first mentioned 
there shall have been received from United 
States Government a sum sufficient to pay 
same, but if otherwise said dividerid shall 
be payable at a later date if, as and when 
said sum shall be so received.” 


LEHIGH VALLEY—Earnings—August 
gross was $7,051,975, an increase of $2,185,- 
119 over 1917. Net income was $1,696,244, 
an increase of $696,839 over 1917. Gross 
earnings for period ended August 31 was 
$40,977,960, an increase of $5,716,354. Net 
income was $3,445,792, a decrease of $3,600,- 
700 from 1917. 


MISSOURI PACIFIC—Denies Constitu- 
tionality of Bone Dry Law—In appeal filed 
in United States Supreme Court, contends 
that Webb-Kenyon bone dry law and all 
laws based upon it—Kansas bone dry law in 
particular—are unconstitutional. The rail- 
road makes this claim as grounds for carry- 
ing to highest court, its appeal from Kansas 
courts, in which it was convicted a number 
of times for having brought liquor into 
state. The appeal alleges that Webb-Ken- 
yon law did not get a legal two-thirds ma- 
jority over president’s veto, as required. 
Attorney General Brewster has just re- 
ceived notice of railroad’s appeal case. 


N. Y., N. H. & H.—To Continue Steam 
Service—Permission from Interstate Com- 
merce Commission to continue the opera- 
tion of its steamboat lines on Long Island 
Sound has been granted. The decision fol- 
lowed a number of hearings held upon sub- 
ject which pointed out that interruption of 
operation of steamboat lines in conjunction 
with railroad, would interfere with com- 
merce of New York. 


NORFOLK & WESTERN RY. CO.— 
Earnings—August gross was $8,610,301, an 
increase of $2,588,329 over 1917. Net in- 
come was $3,257,230, an increase of $1,006,- 
718 over 1917. Gross earnings for 8 months 
ended Aug. 31 was $51,310,742, an increase 
of $8,664,941 over 1917. Net income was 
$10,992,925, a decrease of $4,999,597 from 
1917. Special stockholders’ meeting, sched- 
uled for Sept. 30, was adjourned to Oct. 18, 
as Government railroad contract was not in 
final shape for consideration. 


NORTHERN PACIFIC — Earnings — 
August gross was $9,804,525, an increase of 


$2,270,861 over 1917. Net income was $3,- 
358,750, an increase of $600,334 over 1917. 
Eight months gross was $60,302,799, an in- 
crease of $2,962,384 over 1917. Net income 
was $14,429,446, a decrease of $6,776,472 
from 1917, 


PENN. — Earnings— August gross for 
Eastern lines was $36,975,640, an increase 
of $10,066,950 over 1917. Net income was 
$7,820,129, an increase of $1,743,880 over 
1917. Eight months gross was $226,180,291, 
an increase of $35,493,428 over 1917. Net in- 
come was $10,838,119, a decrease of $3,964, 
210 from 1917. August gross for Western 
lines was $9,832,456, an increase of $2,117,863 
over 1917. Net income was $1,736,576, a de- 
crease of $171,198. Eight months gross was 
$57,670,586, an increase of $6,273,436. Net 
income was $1,112,093, a decrease of $5,910,- 
306 from 1917. 


SOUTHERN RY.— Earnings — August 
gross was $13,218,912, an increase of $3,365,- 
284. Net income was $2,991,289, an increase 
of $925,677 over 1917. Eight months gross 
was $79,715,756, an increase of $23,137,980 
over 1917. Net income was $18,117,830, an 
increase of $2,522,000 over 1917. 


UNION PACIFIC—Earnings—Aueust 
gross was $10,570,269, an increase of $3.- 
696,085 over 1917. Net income was $4,560,- 
234, an increase of $2,025,756 over 1917. 
Eight months gross was $59,330,927, an in- 
crease of $12,188,982 over 1917. Net incom 
was $20,559,685, an increase of $4,711,120 
over 1917. 


WABASH—Asks Valuation Reduction— 
Mandamus proceedings were instituted in 
Supreme Court to compel state tax com- 
mission to reduce the return of the fran- 
chise of that company for the present year. 
The tax commission in its return to auditor 
fixed value of franchise property of Wa- 
bash in Missouri at $14,000,000 and amount 
of tax due on it at $15,313,50. In petition 
for mandamus company contends value of 
its franchise in this state is $3,700,000 and 
proper amount of tax due is $4,082. Only 
property used for intrastate business com- 
pany argues is chargeable with franchise 
tax in state. The part of property utilized 
for interstate business alone is not subject 
to franchise tax it is claimed. 


WESTERN MARYLAND—Earnings— 
August gross was $1,507,616, an increase of 
$302,111 over 1917. Net income was $38,019, 
a decrease of $351,943 from 1917. Gross for 
eight months was $9,554,107, an increase of 
$820,662 over 1917. Net income was $128,- 
640, a decrease of+$2,387,801. 
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AMERICAN ICE—No Amalgamation— 
Director says there is no foundation for re- 
ports of an amalgamation with Burns 
Bros. Ice Co. He says further there never 
have been any negotiations looking to such 
a combination, 


AMERICAN MALTING—Passes Divi- 
dend—Directors passed regular quarterly 
dividend of 14% on preferred stock, due at 
this time. While plants have stopped actual 
manufacture of malt four of them are still 
open and working day and night in order to 
deliver about 700,000 bushels of malt which 
have been sold under contract and which 
must be delivered before Dec. 1, after 
which date brewers are not permitted to 
make beer. This malt was manufactured 
before edict of Federal authorities became 
effective. The company’s cash position is 
in good shape due to fact that cash is paid 
for malt on delivery. Cash will continue 
to increase in size as volume of malt on 
hand decreases. Two of the plants are now 
being used by the Government for storing 
grain, the space being let by the company 
at regular storage charges. 


AMERICAN SHIPBUILDING—Annual 
Report—Profits for year ended June 30, 
shows that company earned 79.91% on its 
common stock, compared with 34.15% in 
preceding year. After estimated taxes, 
maintenance and all other charges net 
amounted to $6,626,265. The income ac- 
count follows: Earnings after manufactur- 
ing expenses, $16,206,661; other income, 
$860,529; total income, $17,067,191; general 
expenses, $1,931,640; taxes, State and mis- 
cellaneous, $207,923; Federal for 12 months 
ended Dec. 31, 1917, in excess of provisions 
at June 30, 1917, $1,736,240; total, $1,944,164; 
maintenance and depreciation, $2,565,120; 
revenue for income and war tax, $4,000,000; 
total deduction, $10,440,925, leaving surplus 
income of $6,626,265. Total surplus at year 
end was $9,947,829, against $5,147,564 on 
June 30, 1917. 


ATLANTIC, GULF & WEST INDIES 
—6 Mos. Report—Net profits for first half 
of 1918 were entirely satisfactory, and fully 
equal to earnings for common stock during 
1917, which was over 50%. The company 
has a balance of over $21,000,000 cash and 
negotiable securities. It is expected that 
present 10% dividend rate will be continued, 
not only during war, but for an indefinite 
period thereafter. 


BETHLEHEM STEEL—Rivet Record— 
Reading, Pa., plant of company has just 
established a world’s record in rivet mak- 
ing. Plant is turning out an average of 
1,000,000 rivets a day. 


ELECTRIC STORAGE BATTERY CO. 
—Net Earnings, First Half of 1918—In con- 


nection with paying off of $1,000,000 one- 
year notes it had been learned that com- 
pany is in a satisfactory cash position, with 
no new financing contemplated. For first 
six months of 1918 net earnings approxi- 
mated $2,000,000. In addition to work for 
Government, work in other lines is growing. 
Shipments for 1918 were in excess of those 
for any similar period, with unfilled orders 
the greatest on record. All plant ex- 
tensions have been completed. Profits 
therefore are accumulating in liquid form. 


GULF STATES STEEL—August Earn- 
ings—Net for eight months, January-Aug- 
ust, inclusive, was $1,475,827 before taxes. 


INTERNATIONAL MERCANTILE 
MARINE—Sale Negotiations—Of British 
subsidiaries of company are rapidly coming 
to a head and it is learned in official circles 
that a definite announcement regarding con- 
summation of transaction can be expected 
by Oct. 15. Details concerning plan are 
not available, but it is authoritatively stated 
that practically all difficulties which stood 
in way of completion of deal have been over- 
come. Negotiations for transfer of ship- 
ping tonnage and other assets of British 
companies to an English banking syndicate 
began around Oct. 1, 1917. 


INTERNATIONAL PAPER — New 
Price for Newsprint—Judges of new United 
States Circuit Court, Southern District of 
New York, awarded a price of $3.50 per 100 
Ibs. for rolled newsprint in carload lots 
f. o. b. mill. This was price which prevailed 
until spring of 1918, when it was reduced to 
$3.10 by Federal Trade Commission. The 
arbitrators found that it cost $49 a ton to 
manufacture paper at a Canadian mill and 
cost in the United States was $5 more. They 
held that company was entitled to a profit 
of 15%, which would bring selling price up 
to the figure fixed by them. 


LACKAWANNA STEEL—Coke Ovens 
—Has begun building of 60 Semet-Solvay 
by-product coke ovens, at its plant at Lack- 
awanna, N. Y., and expectation is that they 
will be completed within ten months. The 
battery is so located that extensions can be 
readily made and ultimately present Otto- 
Hoffman and Rothwell by-product ovens, 
a total of 469, will be replaced. 


MAXWELL MOTOR—Raise Prices— 
Announced that Maxwell car will list at 
$895. This is an increase of $70 over the 
present price. 


NEW YORK AIR BRAKE—Unifilled 
Orders—Has unfilled orders on hand of ap- 
proximately $30,000,000. In the regular line 
of production company has on its books 
orders from United States Government for 
air brakes for 35,000 freight cars, which is 
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more than three times larger than any order 
the company ever had before. It is also 
making gun carriages for 75 mm. guns, steel 
shells of 75 and 155 mm. sizes, and cart- 
ridges for 75’s, as well as fuses. The com- 
pany is consequently now 100% on a war 
basis. 


1 


PIERCE-ARROW MOTOR—To Erect 
Plant—Has purchased 5 acres on Niagara 
River Road opposite Buffalo General 
Electric Co.’s plant and adjoining that of 
Acheson Graphite Co., upon which it will 
erect a testing plant comprising four good- 
sized buildings. All of plane motors, which 
are to be manufactured at its automobile 
plant at Elmwood Avenue and New York 
Central Railroad Belt Line, will be tested at 
new plant under supervision of army in- 
spectors. 


SEARS, ROEBUCK—September Report 
—Sales amounted to $15,218,036, an increase 
of $2,986,594, or more than 35% over same 
month last year. The August total of $13,- 
974,722 was more than 22%% higher than 
result in August, 1917, and July was up 
nearly 14%, 


STUDEBAKER — Large Order — Re- 
ceived another large war contract, including 
an order for field guns. As a preliminary, 
corporation will begin at once on the con- 
struction of 400 workmen’s houses. 


SWIFT & COMPANY—New Plant— 
Awarded a contract for large commercial 
fertilizer plant to be erected at West Ham- 
mond, Ill. The cost of all of buildings will 
be approximately $493,000. 


TOBACCO PRODUCTS—Will Benefit 
by Peace—Over the first eight months of 
1918, sales of leading cigarette brands have 
increased from 40% to more than 75% over 
corresponding months of last year. This on 
basis of number sold, and not value. Or- 
ders cn hand call for capacity operations 
by company until the beginning of 1919. At 
no time in recent months has the company 
been anywhere near catching up with its 
orders. It has been found necessary on 
several occasions to put night forces at 
work in the various factories. The elimina- 
tion of Bulgaria as a factor in the war 
means the opening up of Cavalla to this 
company. If Turkey follows Bulgaria’s 
lead, company will be further benefitted. In 
the last few months this company has been 


paying its common dividend in scrip. It 
has been expected that cash payments would 
be resumed at the time of the next disburse- 
ment. In well-informed circles this is not 
considered likely, owing to prevailing money 
conditions. 


UNION BAG & PAPER—Quarterly Re- 
port—Quarterly statement covering the 
three months ended July 31 last show net 
earnings of $848,462, as against $844,447 in 
the same quarter of 1917, an increase of 
$4,015. Depreciation and charges were less 
by more than $2,000 and bond interest de- 
creased more than $1,500. Reserve for tax- 
es, however, was more than double that of 
corresponding three months last year, being 
$270,000, as compared with $125,000. 


UNITED CIGAR STORES—Prices Ad- 
vanced—Advanced price of a number of its 
leading cigarette brands anywhere from 
10% to 15%. With provisions of new Rev- 
enue bill finally determined another advance 
in all forms of tobacco goods can be ex- 
pected. The United announces the expecta- 
tions are that tobacco taxes will be in- 
creased at least 100 p. c. and that customers 
will be forced to pay considerable more for 
cigars, cigarettes and smoking and chewing 
tobaccos. Other retailers, of course, will 
follow the lead of this company. 


U. S. STEEL—Production—Ingot pro- 
duction at plants of United States Steel sub- 
sidiaries during past week averaged 97.8% 
capacity, against 96.5% previous week. Blast 
furnace operations averaged 92%, unchang- 
ed from week before. 


WILLYS-OVERLAND — Government 
Order—Has closed contract with govern- 
ment for manufacture of 5,000 12-cylinder 
Liberty motors. This is in addition to order 
for 3,000 8-cylinder “Libertys” taken earlier 
in month. Total war orders of this com- 
pany are now in excess of $75,000,000. War 
work includes Liberty motors, Curtiss mo- 
tors, gun-carriages, chassis for English 
“whippet” tanks, and machining of shells. 
By Jan. 1 company should be in production 
on all lines. Of late average production of 
passenger cars has been 225 daily. The 
major energies of factory forces, have, of 
course, been ceritered upon military busi- 
ness. After Jan. 1 this company will be a 
100% war producer. President Willys an- 
nouncing that no more automobiles will be 
turned out until the war is ended, 
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PUBLIC UTILITIES 





Dividend Prospects for People’s Gas 


Company’s Earnings Dependant on Court Decision— 
Improved Position—Buying of the Stock 





By RALPH O. LEE 





ITIGATION is, at the mo- 
ment, the greatest concern of 
the People’s Gas Light & Coke 
Company of Chicago. The 
company has had its full share of 
troubles in that direction. Hostility 
of political bodies has been unrelent- 
ing especially during the last few 
years. The present situation is about 
as follows: 

The Illinois Public Utilities Com- 
mission, the state regulatory body, has 
granted the company permission to 
raise its rates about 28%. This con- 
cession came after the examination of 
a mass of evidence which demon- 
strated how rising war costs had eaten 
so far into the margin of profit that 
the company was unable to earn bond 
interest, much less dividends. 

On the strength of the commission’s 
decision, the company put the in- 
creased gas rates into effect as of 
August 1, 1918. It is now charging 
94 cents per 1,000 cubic feet, as against 
the former charge of 70 cents. 

This action has aroused a storm of 
protest from the four corners of Chi- 
cago, for the People’s Gas Company 
has a monopoly on the gas lighting 
and heating business of the Windy 
City, and serves hundreds of thou- 
sands of customers. The Chicago 
City Council’s* committee has voiced 
this protest by an appeal from the de- 
cision of the State Utilities Commis- 
sion, and by haling the People’s Gas 
Company itself into court for con- 
tempt. The ground for this action is 
that the new rates cannot be legally 
enforced until an injunction, granted 
back in 1911 to enjoin the company 
from charging in excess of 80 cents, is 
dissolved, 





In putting the new rates into ef- 
fect before this injunction was set 
aside, it appears that the company 
technically violated the law. How- 
ever in light of the State Utilities Com- 
mission’s decision that the extraordin- 
ary operating conditions entitled the 
company to put higher rates into im- 
mediate force, it also appears that the 
company was justified, in part at least, 
in judging that the exigencies of the 
situation warranted the action taken. 


Court Decision Awaited 


The final decision is now up to the 
courts, but it cannot be denied that 





TABLE I—PEOPLE’S GAS LIGHT & 
COKE CO. OF CHICAGO 
Capitalization and Book Values 
(As of December 31, 1917) 


Net 

Book Working 

Value Assets 

Bonds Stock Shares per Share 
$46,343,000 $38,500,000 $132 $8 








the People’s Gas Company has won a 
big point in obtaining favorable de- 
cision on rates from as important a 
body as the Illinois Public Utilities 
Commission. 

Some of the figures presented at the 
rate case hearings to show the extent 
to which the company had suffered 
from the increased costs of manufac- 
turing gas, were startling. Vice-presi- 
dent Ward testified for instance, that 
the increases in 1917 amounted to $3,- 
000,000 as compared with 1916, and he 
estimated that there would be fur- 
ther advances in costs, aggregating $2,- 
500,000 during the current year. The 
actual cost of gas delivered to con- 
sumers under present conditions, he 
stated, was 76 cents per 1,000 feet, of 
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which 57.44 cents was for manufactur- 
ing cost, 13.45 cents for distribution 
and about 5 cents for depreciation. 
As above stated, the rate charged con- 
sumers, up until August, was /0 cents, 
indicating an actual loss of 6 cents per 
1,000 jeet. 

Further interesting light on this sub- 
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ject of costs was shed by President 
Cowdrey’s remarks in the last annual 
report. Anent the rise in the price 
of a single item of fuel gas oil, he 
said: 

“The increase in the cost of oil for 
1917 over 1916, was $1,835,756 or 
55.7%. At this time (about Febru- 
ary 1, 1917) the average cost of oil is 
6 15-100c per gallon as against 5 1-3c 
per gallon the same time a year ago 
and 41-3c a gallon in 1916. The in- 
crease in the cost of gas-making fuel 
for 1917 over 1916 was $1,195,969 or 
94.2%. 

No wonder that, in spite of a rec- 
ord gain in gross revenues in 1917, 
People’s Gas net fell off so sharply that 
it did not cover bond interest require- 
ments (see graph). No wonder the 


company was incurring a still heavier 
deficit after bond interest, during the 
first seven months of the current year. 
And no wonder so much depended on 
getting its increased rates into effect 
without delay. 


If the city should now win its ap- 
peal from the State Utilities Commis- 
sion’s decision to permit these in- 
creased rates, the company would be 
in a worse plight than ever, unless 
other measures of relief were immedi- 
ately extended. But assuming that 
the company’s act is sustained as 
seems more probable, judging by the 
merits of its position, and judging fur- 
ther by the significance of the mar- 
ket action of the shares which have 
been holding very firmly around 50, 
where they are 15 points above their 
low level of 1917; we may draw cer- 
tain inferences as to the probable 
course of earnings in the immediate 
future. 

Effect of New Rate 

The new rates, it is figured, should 
add about $4,500,000 to net revenues 
of the company. Under the award the 
scheduies are not to remain in effect 
beyond the period of one year from 
August 1, 1918. But if they are upheld, 
they will give the company sufficient 
additional earnings to go a consider- 
able ways toward re-establishing its 
credit on a fairly sound basis, and to 
ease its working capital position ma- 
terially. 

After August 1, 1919, the earnings 
results will, it may be logically as- 
sumed, depend on an entirely new set 
of conditions. By that time the war 
should be over or rapidly approach- 
ing an end, and the company should 
be beginning to feel the beneficial ef- 
fects of a decline in operating expenses. 

Then, it will have returned, in all 
probability, to the rate basis in effect 
before the recent advances were made. 
This basis was arrived at through an 
agreement with the city by virtue of 
which it passed a new ordinance, ef- 
fective August 1, 1917. This ordinance 
provided for the gradual elimination 
of the candle-power standard and the 
sliding scale of rates, and required the 
building of a large new coal gas plant 
by the company. The ordinance also 
permitted a reduction in the heat 
standard from a 675 B. T. U. (British 
thermal unit) to 565 B. T. U., but be- 
cause of the lower cost of manufactur- 
ing gas of that standard, the company 
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was required to reduce rates to con- 
sumers from 80 cents per 1,000 cubic 
feet to 70 cents, and further, was to 
establish a profit sharing plan with its 
consumers, 

Parenthetically, it may be noted that 
the elimination of the high candle- 
power and the adoption of the 565 B. 
T. U. heat standard, is something 
which the company has consistently 
fought for. President Cowdrey has 
stated that when the new basis is 
finally reached, it will be of material 
benefit in many ways to the company, 
and at least of equal advantage to the 
consumer. The strictly heat unit basis 
will be reached in January 31, next as 
the company was given 18 months 
from the time the ordinance went into 
effect, to make necessary readjustments. 

The profit sharing plan is not so 
favorable to the company, or at least 
to the stockholders. It involves a div- 
ision of profits between consumers and 
stockholders, after there has been 
earned net of $4,000,000 for bond in- 
terest and dividends, in any one year. 
This means that the company must 
earn in the neighborhood of $5,200,000 
per annum in order to show a balance 
of 6% for its stock. That would com- 
pare with earnings of $4,464,000 in 
1916, $5,614,000 in 1915 and $5,683,000 
in 1914, the banner year in the com- 
pany’s history. While such results 
are out of the question for a year or 
two after the war, there are several 
considerations which indicate that the 
company will eventually show a full 
recovery in earnings. Its operations, 
with a return to normal costs, should 
be on a more efficient ‘scale than ever 
before. The company has one enorm- 
ous new plant for coal gas manufac- 
ture which alone will result in big 
economies. These will be more marked 
as the business of the company grows, 
as it surely will, with the growth of 
population in the territory served. Al- 
ready the company has developed a 
very profitable by-product from its 
new coal gas plant. This is toluol, a 
product which is used extensively in 
munitions manufacture at present, but 
which will continue to be in demand, 
no doubt after the war. 


The excellent management of the 
company is no small point in its favor. 
Samuel Insull who fathered People’s 
Gas and consolidated under it the vari- 
ous scattered and competing gas com- 
panies in and about Chicago, is rec- 
ognized as one of the most skillful di- 
rectors of utility enterprises in the 
country. He is chairman of the board. 

Summary 

To sum up: In another year or 
two, granting a return to something 
like normal operating conditions, Peo- 
ple’s Gas earnings should recover rap- 
idly. While there is little expectation 
that dividends will be resumed in the 
near future it must be admitted that 
the position of the company is im- 
mensely improved and its prospects 
brighter than in a long time past. Dis- 
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TABLE II—PEOPLE’S GAS LIGHT & 
COKE CO. OF CHICAGO 





Eat .aings 
on Dividends 

Stock% Paid% High Low 
1911 .... 8.92 7 11634 103 
1912 .... 7.54 7 109 101% 
1913 .... 8.25 1% 1093/4 104 
1914 .... 8.55 8 125 106 
1915 .... 8.39 8 123% 106% 
1916 .... 5.39 6% 118 100% 
1917 ....*... 3% 10634 35 
2 ane 55 395% 

*Deficit. 








cerning investors who do not wait for 
the realization of prospects but anti- 
cipate them, have evidently been 
quietly purchasing this issue for some 
weeks past as evidenced by the stock’s 
market action during that period. 

As a non-dividend payer People’s 
Gas at 54 would appear to be high 
enough but as it is believed that the 
long range prospects are for an event- 
ual restoration of 6% dividends it will 
be seen that on that basis there is 
still room for a considerable apprecia- 
tion in the price of the stock. Thut 
some, at least, look forward confident- 
ly to favorable developments is evi- 
denced by the recent buying which 
has characterized this issue. In the 
opinion of the writer this stock at 50 


has not yet exhausted its possibilities 
of advance, 








Public Utility Notes 


These notes are a record of recent price-affecting FACTORS, and are not to be regarded 
as RECOMMENDATIONS to purchase or sell 





BROOKLYN RAPID TRANSIT—Com- 
mutation Rates—Recently notified Public 
Service Commission that it would refuse to 
continue lower commutation service on its 
lines from New York City to Coney Island 
and return during certain months of year. 
Accordingly Public Service Commission 
will look into matter. 


CALIFORNIA RAILWAY & POWER 
—Annual Report—Income account for the 
year ended June 30, 1918, compares as fol- 
lows: 


1918 1917 
Tee DAREN ooo o's 3 0 $222 $92,425 
Exp., tax. & etc. ...... 10,278 73,881 
Net loss for year...... 10,056 *18,544 
ee 4,558 14,014 
po a ee 5,498 32.558 
Divs. on prior stk .... ...¢.. 28.000 
Prof & loss def....... 5.498 $4,558 
*Net income. Surplus. 


™TNTERBOROUGH RAPID TRANSIT 
—Earnings—Report for year ended June 30 
last. there was an increase in number of pas- 
sengers carried. but increased costs of labor, 
materials and taxes ahsorbed the additional 
reverne ard more. Gross operating income 
woe $40 407 798 a cain of $631 581 over pre- 
ceding fiscal vear Operating expenses 
amornted to &19.113 336. or $2.530043 more 
1917 Expansion of onerating 
charges amounted to more than 15%. Tax 
hill of $3758583 showed an increase of 
30.89%. Of this subwav division’s taxes in- 
creased more than 105% as compared with 
vear before. the result in large part of appli- 
cation of Federal imposts on income, capital 
stock and excess profits. The Manhattan 
Railwav division. elevated lines, had a tax 
enhancement of slightly less than 2%. prod- 
uct of an increase in special franchise and 
real estate taxes. Surplus for year after 
paving 17%4% in dividends on capital stock 
was $1.046.267. a figure less than half as 
large as in previotis fiscal period. 


than in 


MEXICAN TELEGRAPH — Report — 
For avarter ended Sept. 30: traffic receipts 
$407 000: operating expenses, $133,000; net 
earnings, $274.000; balance after interest 
and Mexican government’s participation in 
earnings, $325.750; balance after dividends, 
$200 870: provisions for cable and shore end 
repairs, replacement, war taxes, etc., $85,- 
174: surplus, $115.695; total surplus after 
Sept. 30 last, $3,787,299. 


MONTREAL LIGHT, HEAT & 
POWER—Offers City Rates—Price which 
this company has offered to supply City of 
Montreal with electric current for half of 
the pumping station requirements is said to 
be $25 per horse-power per annum. It is 
estimated that if half the plant is electrified, 
about 3,000 horse-power would be required, 
which would mean $75,000 per annum to the 
power company. 


PHILADELPHIA CO. — Earnings — 
Gross for August was $2,005,054, an increase 
of $351,461 over August 1917. Net was 
$701,085, an increase of $107,779 over Aug- 
ust 1917. Gross earnings from April 1 to 
August 31 was $10,155,387, an increase of 
$1,588,463 over August 1917. Net after taxes 
was $4,222,394, an increase of $525,681 over 
August 1917, 


PUBLIC SERVICE RAILWAY—Fare 
Increase—State Board of Public Utility 
Commissioners has issued an order permit- 
ting company to increase trolley fares from 
5 to 7 cents, with 1 cent additional for a 
transfer, from October 15 to March 31 next, 
and then to charge a flat cash fare of 6 
cents, with 1 cent for a transfer. The com- 
pany which operated trolley lines in practi- 
cally every section of State originally asked 
for a seven cent fare, with two cents for a 
transfer and a penny for a transfer on a 
transfer. Pending action of War Labor 
Board, State Commission allowed company 
to charge a penny for an original transfer 
and now makes further grant of two cents 
for cash fares. It is estimated the increase 
will yield the company $860,000 additional 
revenue annually. 


TWIN CITY RAPID TRANSIT—8 Mos. 
Earnings—Eight months gross was $6,472,- 
756, a decrease of $409,843 from previous 
period. Net was $1,821,547, a decrease of 
$512,948 from previous period. 


WELLS-FARGO—Dividend Deferred— 
Directors have deferred action on the 
quarterly dividend of $1.50 a share due at 
this time. 


WISCONSIN EDISON—Sells Notes— 
One of subsidiary companies, the Wiscon- 
sin Gas and Electric Co., has sold to public 
by direct advertising $276,150, face amount 
of 6% five-year notes, secured by collateral 
deposit of first mortgage bonds. These 
notes were sold to public at par and were 
taken by investors not ordinarily reached 
in the sale of public utility securities, 


(1084) 























MINING AND OIL 


Associated Oil Profits Grow 


Earnings Running at the Rate of 16 Per Cent Annually— 
Dividend May be Increased 


S. KRECKER 











By PRESTON 

















NE of the last of the oil produc- 
ing companies to reflect war 
conditions in its earnings, the 
Associated Oil Co. is now be- 

ginning to enjoy the benefit of the 

great advance in petroleum prices. A 
semi-annual statement, issued last 
July by Paul Shoup, the new presi- 

dent, shows that earnings for the per- 
iod were at the rate of 16 per cent 

a year after liberal deductions for ex- 
cess profits taxes, reserve for deprecia- 
tion aid large expenditures for de- 
velopment work and improvements. 

Thes* earnings compared with 9.66 
per cent on the stock after all charges 
and allowances in 1917, which held the 
record for profits until the current 
year. The belated response of the 
company to the sharp rise in petroleum 
is understood to have been due to the 
fact that it was tied up with long term 
contracts to deliver oil at stated prices. 
These contracts expired largely in 
1917 and since then Associated Oil has 
received full value for its oil. 

Another reason for the big jump in 
earnings is the increased production 
that has resulted from the company’s 
new policy of expansion. Originally 
the properties now comprising the 
Associated Oil Co. were owned by nu- 
merous indep2ndent operators in the 
San Joaquin Valley of California. 
These eventually merged into one cor- 
poration whose principal customer was 
the Southern Pacific Railroad. It oc- 
curred to the late E. H. Harriman that 
such a property would be a valuable 
asset for that railroad and he pur- 
chased a majority interest in the 
merged company about 15 years ago. 


cs 





Properties Owned 
Prior to 1916 the Associated Oil Co. 


was content with developing its old 
fields and made little effort to expand, 
but the tremendous demand for oil 
caused by the war stimulated the man- 
agement to reach out for new sources 
of supply. Upwards of 10,000 acres of 
oil lands were acquired and drilling 
and other development work was done, 
during that and the following year, 
including the reconstruction of a pipe 
line by which its capacity was in- 
creased from 5,000 to 25,000 barrels a 
day. The company now owns lands in 
what are known as the Kern, McKit- 
trick, Coalinga, Lost Hills, Midway, 
Sarta Maria and Elk Hills districts and 
also in the proved district comprising 
San Luis Obispo, Santa Barbara, Fres- 








TABLE I—PRODUCTION STATISTICS 


Barrels 
0 SS ee eee 6,452,295 
RE APE FT 4,454,064 
rs 5,400,729 
-<, dees pastucen etciaien 7,167,667 
a see ee 7,478,520 








no and Kings counties of California. 
The total acreage under its control is 
52,000 acres, of which 38,967 acres are 
owned in fee, leases are held on 5,097 
and 8,063 are mineral locations. 

This policy of expansion has been 
reflected in increased output. Produc- 
tion last year was 7,478,520 barrels, an 
increase of about 70 per cent in three 
years and the largest in the company’s 
history. Production since 1912 is 
shown in Table I. 

Capital stock of the Associated Oil 
Co., authorized and issued, totals $40,- 
000,000, of which $242,824 is held in 
the treasury. The Southern Pacific 
Co. holds $20,079,000, or slightly more 
than half. The stock has a par value 
of $100 and is full paid. Bonded in- 
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debtedness consists of $1,652,000 first 
mortgage 5 per cent gold bonds due 
in August, 1922, and $9,680,000 first re- 
funding 5 per cent gold bonds, due in 
January, 1930. Through ownership of 
either all or a majority of the stock it 
controls no less than seventeen sub- 
sidiary companies with a total capital- 
ization of $19,706,728, the Associated 
Oil Co.’s total holdings of stocks of 
these companies reaching $12,077,788. 








ASSOCIATED OIL 
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Among the more important of these 
subsidiaries are the Amalgamated Oil 
Co., which produced 1,479,432 barrels 
of oil in 1917; the Associated Pipe Line 
Co. with a carrying capacity of 55,000 
barrels a day; the Sterling Oil & De- 
velopment and the West Coast Oil Co., 
which produced 668,985 barrels of oil 
in 1917. 

Earnings of the Associated Oil Co., 


which prior to 1916 had run along 
evenly for a number of years, have 
taken a sharp upturn since 1915 as 
will be seen by comparison of the fig- 
ures shown in Table II. Gross receipts 
in 1915 were $15,194,792. In 1916 they 
had expanded about 39 per cent to $21,- 
094,849 and in 1917 they totalled $27,- 
952,191, which was a further increase 
of 32% per cent over 1916 and a gain 
of virtually 100 per cent during three 
years since 1914. Equally satistactory 
results were achieved in net earnings, 
which have increased 300 per cent 
since 1914. While this improvement 
has been gradual, it was most pro- 
nounced last year when net earned on 
the stock was equivalent to 9.66 per 
cent compared with 3.16 earned in 
1914. 


Earnings for 1918 


But the full benefits of the higher 
prices, as already stated, are only being 
reflected in the earnings for the cur- 
rent year. An official statement of 
the company covering operations for 
the first six months of 1918 shows net 
earnings of $3,296,110 or slightly more 
than 8 per cent. This report, which is 
far the best ever issued for a similar 
period in the history of the company, 
shows a balance of $5,692,236 after de- 
ducting operating, maintenance and 
transportation costs. Reserve for 
taxes, including $639,447 for war 
taxes, and interest on bonds, leaves a 
net balance of $4,671,815. Deprecia- 
tion allowance of $1,341,201 and re- 
serve for amortization of bonds sold at 
a discount account for further deduc- 
tions of $1,375,705, leaving a surplus 
available for dividends totalling $3,- 
296,110, or at the rate of 16 per cent 
for the year. 

Since its incorporation in 1901 the 
company has made a total distribution 
of $28.00 on the common stock or 28 
per cent on the par value. From 1905 
to 1907 payments aggregating $6 a 
shafe were made but dividends then 
were suspended until April 15, 1913, 
when they were resumed at the rate 
of 3 per cent a year and they have been 
paid with regularity ever since, as will 
be seen from Table II. 














ASSOCIATED OIL PROFITS GROW 
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The fact that net was better than 
914 per cent last year and that it is 
running at the rate of 16 per cent for 
the current year has given rise to the 
hope that the stock will be placed on a 
6 per cent basis in the near future. 

The company has been managed 
conservatively and is in a sound finan- 
cial position. The balance sheet as of 
Dec. 31, 1917, showed total assets of 
$80,688,018 of which $31,944,685 were 
represented by real estate and leases. 
Current assets were $9,328,763 and 
current liabilities $4,883,220, leaving 
net working capital of $4,445,543. In 
the semi-annual statement on the posi- 
tion of the company issued last July, 
President Shoup reported net current 
assets as of June 30, 1918, of $6,604,- 
565. Depreciation reserve as of Dec. 
31 last was $15,278,444 and a profit and 
loss surplus was reported totalling $7,- 
392,860, which has been further in- 
creased by June 30, 1918, to $9,695,055. 


The Fly in the Ointment 


The fly in the ointment in the case of 
the Associated Oil Co. is the govern- 
ment’s contention that it has not come 
by its title to oil lands legally. The 
celebrated oil land suits brought by the 
government in California, contest some 
of these titles although principally di- 
rected against the Southern Pacific 
Co.’s claims to 60,000 acres of other oil 
lands held directly by the railroad. 
These cases are still in process of 
adjudication, but it is a matter of satis- 
faction to the Associated Oil Co. that 
the Southern Pacific Co. last Spring 
won a victory in the case brought by 
the government to cancel its patents 


to some 6,000 acres of land in the Elk 
Hills district, the Appellate Division 
reversing the lower courts. This de- 
cision is now under appeal to the Su- 
preme Court. It is in the nature of a 
test case, as the evidence in all of the 
California oil land suits is virtually the 
same. 

Associated Oil stock is listed on the 
New York Stock Exchange where it 
is quoted at about 61. It is an inac- 








TABLE II 
NET EARNINGS FOR TEN YEAR 
PERIOD 


Net Over Per Cent Paid 
Charges and on on 
Depreciation Stock Stock 
1908 ..$1,521,521 3.30 0 
1909 .. 2,162,396 5.41 0 
1910 .. 2,454,213 6.14 0 
1911 .. 1,766,246 4.42 0 
1912 .. 1,230,445 3.08 0 
1913 .. 1,822,414 4.55 3 
1914 .. 1,264,754 3.16 3 
1915 .. 1,918,004 4.83 44 
1916 .. 3,198,388 8.04 4 
1917 .. 3,841,788 9.66 5 
*1918 .. 3,296,110 8.03 214 
* Six months. 











tive issue. The high of the current 
year has been 61 and the low 54. 

On earnings and dividend prospects 
it would appear that the current price 
of about 61 has not fully discounted 
the favorable factors. But the pur- 
chaser must bear in mind that it is 
impossible to forecast the results of the 
oil land suits and that this uncertainty, 
although the outlook is very favorable, 
will continue to have a bearing on the 
market action of the stock. 





MARKET STATISTICS 
Dow-Jones Avgs. 


Breadth 
50 stocks (No. 


40 Bonds 20 Inds. 20 Rails High Low TotalSales issues) 
Monday, Sept. 23........ 75.82 82.44 84.36 72.13 71.68 232,600 156 
Tuesday, -— es 75.76 82.80 84.42 72.36 71.75 298,300 164 
Wednesday, “ -28.....:.. 75.72 82.64 84.21 72.12 71.66 303,100 172 
Thursday, “ 26........ 75.70 82.84 84.13 72.09 71.67 246,300 156 
Friday, ee 75.65 84.03 84.55 72.79 72.07 532,100 184 
Saturday, yy | Tae 75.74 83.85 84.43 72.81 72.46 236,100 147 
Monday, am Se 75.70 84.68 85.50 73.56 72.17 752,000 204 
Tuesday, eee 75.71 83.95 85.17 73.81 72.61 862,300 221 
....l le 75.82 84.45 85.25 73.41 72.35 641,200 204 
Thursday, ay Ve 75.93 84.95 85.11 73.33 72.56 555,600 197 
Friday, Se 76.17 85.31 84.87 73.55 72.66 592,200 195 
Saturday, ae NOs 76.22 84.87 84.95 73.04 72.61 213,600 143 




















Oil Notes 


These notes are a record of recent price-affecting FACTORS, and are not to be regarded 
as RECOMMENDATIONS to purchase or sell 





ASSOCIATED OIL — Development— 
Taking the lead in exploration for petro- 
leum in Casmalia field. Attention was 
drawn recently to new drilling by company 
on Peshine property and now comes news 
that two more wells were started there 
early this month. The taking over of many 
thousands of acres two years ago at Cas- 
malia has enabled it to expand drilling op- 
erations and to carry on prospecting in 
other tracts of land outside Casmalia terri- 
tory. 


HOUSTON OIL—New Well — Signifi- 
cant thing about 3,000-barrel oil well re- 
cently brought in by Republic Production 
Co. under development arrangement with 
Houston Oil Co. is that flow, which is 
larger than other wells at Hull, was en- 
countered at a depth of 2,915 feet, or more 
than 700 feet deeper than other producing 
wells. The shallower oil sand was met in 
new well, but was cased off in order that a 
test might be made of a possible deeper 
pool. The experiment proved highly suc- 
cessful. 


LONE STAR GAS—6 Mos. Report— 
Ended June 30, 1918, reports net profits 
available for dividends of $732,872 equiva- 
lent to $14.65 a share on the $5,000,000 cap- 
ital stock outstanding on June 30. Earn- 
ings for the six months ended June 30, 1918, 
equals $732,872 net as compared to $772,530 
for the full year of 1917. 


PIERCE OIL—July Report — Earned 
practically $500,000 net after all deductions 
except excess profits taxes in July. This is 
at annual rate of $8.50 a share on capital 
stock. Earnings for seven months ended 
July 31 were gross, $3,532,850, as compared 
to $2,377,106 in 1917. Net income was $2,- 
643,312, as compared to $1,498,165 in 1917. 


PRAIRIE OIL & GAS—Record Produc- 
tion—Pipe line run for August shows best 
producer in the Ranger pool is this com- 
pany’s well on Slayden tract. Its August 
production was 74,/25 barrels, or an aver- 
age of 2,410 barrels daily. This well has 
been drilled only six feet into sand and oil 
authorities say “that the Slayden well is 
expected to double or treble its present pro- 
duction when drilled through the sand.” A 
record price of $8,000 an acre for royalty 
sold on Slayden. 


SINCLAIR OIL & GAS—Well Brought 
in—Has a 200-barrel well at Jennings. It 
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is located in section 1-20-7, and is third com- 
pletion on property. 


SOUTH PENN OIL—Buys Property— 
Has purchased Baird lease on 500 acres 
near Tionesta, Pa., from Tionesta Oil Co. 
There are 16 wells and a small gasoline 
plant on property. The company expects 
to drill additional wells. 


STANDARD OIL (Cal.)—New Well.— 
Has discontir.ued drilling at its Kramer No. 
1 at 2,763 feet and will put well on beam. 
The pile has been perforated and tubing 
and roads are going in, and soon this well, 
which has attracted attention of operators 
throughou: Southern California, will be 
tested out and results known. Oil sand 
and good shale have constituted formation 
of last 100 feet, and, as well is lively with 
gas, a good producer is looked for. A suc- 
cess of this well will enliven local field to 
boom days of six years ago, and will open 
several thousand acres in eastern end of 
field. This property was not considered 
much a few years ago, but indications now 
in Standard’s Kramer has turned all eyes 
that way. 


STANDARD OIL (N. J.)—Large Well— 
Company which operates in Mexico through 
Transcontinental Petroleum, with produc- 
ing properties in Panuco field and a topping 
plant at Tampico, recently acquired Panuco- 
Excelsio property. Since taking it, well has 
been drilled with an estimated daily capacity 
of 50,000 barrels a day. 


TEXAS COMPANY —Sulphur Find — 
Discovery of sulphur on property, together 
with other favorable developments in 
North Texas oil field, where company has 
over 200,000 acres of leased land, are two 
factors which have caused heavy buying in 
stock of company. The siulphur deposits 
have been found on leasehold at Hoskins 
Mound, Brazoria County, on Texas coastal 
plain, about 15 miles northeast of property 
of the Freeport Sulphur Co. It is not yet 
known whether the sulphur deposits found 
on property compare favorably with sul- 
phur-bearing rock of Freeport company, but 
according to interests familiar with the 
affairs of company sulphur-bearing rock 
which has been drilled through is practi- 
cally of same quality. Company is now 
drilling eight tests in order to ascertain ex- 
tent of sulphur-bearing formation. 


WOLVERINE OIL—Well Brought in— 
Has a fifteen barrel pumper on Reynolds 
land in section 15-13-14, Okmulgee county, 
It is third completion on property, 














United Verde Extension’s Remarkable 
Development 


Stock Selling Upwards of 70 Times Par Value—Ranks 
with Best Grade Coppers—Is It Cheap Now? 





By JAMES SPEED 





ELLING at approximately $37 
per share or more than 70 
jet times its par value of 50c per 
——/ share and paying dividends at 
the rate of $3 per annum or six times 
the par value of its stock, United 
Verde Extension is living up to its 
reputation gained in 1916 of being a 
mining sensation. 

Unlike many copper mines the capi- 
talization of United Verde has not 
been jacked up to a point representing 
the fondest hopes of its incorporators, 
no effort being made to raise it to all 
fours with the company’s earnings and 
developments. 

The original United Verde Exten- 
sion Co. was incorporated in 1902 in 
Maine with a capitalization of $3,000,- 
000, par $10. Since that time it has en- 
dured two reorganizations, both under 
the Delaware laws. In 1912, the time 
of the last reorganization, the com- 
pany emerged with an authorized capi- 
tal of $750,000, par 50c, and as there 
are now 1,050,000 shares outstanding, 
it appears that 450,000 shares still re- 
main in the company’s treasury. 

The manner in which the present 
number of shares outsanding was 
reached was as follows ; 360,000 shares 
were exchanged for shares in the old 
company on a share for share basis, 
40,000 shares went for liquidation of 
its debt, James S. Douglas, the com- 
pany’s president, received 150,000 
shares for services rendered, 50,000 
shares were sold to Mr. Douglas for 
$25,000 in cash, 400,000 shares were op- 
tioned to Mr. Douglas and associates 
with the right to purchase all or any 
part at par prior to June 15, (the op- 
tion was exercised) and 50,000 addi- 
tional shares issued made up the bal- 
ance. 






An Extension Which Extended 


Most “extension” mines represent 
hopes unfulfilled. In fact the public 
has come to regard such propositions 
with suspicion, as they have too often 
represented an effort to capitalize the 
glory reflected from a good mining 
name. Everyone is familiar with the 
great United Verde owned by former 
Senator William A. Clarke, and doubt- 
less many regarded United Verde Ex- 
tension as the unrecognized offspring 
of a worthy parent. It must be con- 
fessed that the first few years of the 
company’s history showed little that 
disproved that assumption. Develop- 
ment work which had been carried on 
for a long time proved very disappoint- 
ing. In 1911 the stock sold as low as 
30c a share and 20c in the next year, 
32c in 1913 and 38c in 1914. But Presi- 
dent Douglas and his associates never 
lost faith in the property and work 
was continued. 

In 1915 daylight opened ahead for 
United Verde Extension and it became 
apparent that it was to rank among the 
best of the copper properties. On the 
1,200 and 1,400 foot level very rich 
“strikes” were made, the ore on the 
latter level running in a vein 250 feet 
wide and 300 feet long and averaging 
as high as 16% copper. Mining men 
familiar with United Verde say that 
United Verde Extension’s ores com- 
pare favorably with some of the best 
showings on the Clarke property. It is 
a real “extension.” 

It is interesting to note that early 
this year the directors of the company 
settled upon $40,000,000 as a fair esti- 
mate of the property’s mineral de- 
posits as of March 1, 1913. This valua- 
tion would have given a book value to 
the stock of close to $40 per share at 
that time, or approximately the 
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present market price. It goes without 
saying that in view of the subsequent 
ore developments the present book 
value of the stock is now much greater 
than its present selling value. 


Earnings in 1916 and 1917 


It was not until 1916, however, that 
United Verde Extension really com- 
menced to show what it could do. In 
that year the company shipped up- 
wards of 80,000 tons of ore containing 
2,570 ounces of gold, 128,467 ounces of 
silver and 36,402,972 lbs. of copper. 
Earnings in that year ran at the rate of 
about $600,000 per month and the net 
totaled just a trifle less than $7,000,000. 
The balance for dividend was equiva- 
lent to $6.60 per share on the outstand- 
ing stock. The company declared its 
initial dividend of 50c a share on 
August 1, 1916, and followed by an- 
other of the same amount on Novem- 
ber 1. This made a total of $1 a share 
disbursed to the stockholders, leaving 
a balance to the surplus account on 
December 31, 1916, of $5,888,100. 
United Verde had arrived and was 
going strong. 

The balance sheet presented at the 
end of 1916 made a very favorable im- 
pression. Mining claims, equipment, 
options, etc., were carried at cost—the 
entry for mining claims, for instance, 
totaling only $261,998—and the com- 
pany had upwards of $3,000,000 in cash 
and approximately $3,500,000 in copper 
in hand. 

The year 1917, however, was a 
“boomer,” the company showing up- 
wards of $8,000,000 available for divi- 
times. Notwithstanding that in 1917 
dends equivalent to $7.86 per share and 
a balance to surplus of approximately 
$6,500,000. After writing off nearly 
$4,000,000 from the surplus account 
the total surplus aggregated a little 
less than $10,500,000. 

In regarding the earnings as shown 
in our tabulation consideration must be 
given to the fact that no account has 
been taken of U. S. income and war 
profits taxes. When these taxes have 


been computed they will be a charge 
against the surplus account. 


United Verde Extension’s Prospects 


United Verde’s developments to 
date have compared most favorably 
with the record of its older and famous 
namesake. Nor is it by any means at 
the peak of its growth. Its ore bodies 
should be fairly well defined during 
the current year and the company al- 
ready has sufficient ore in sight for 
many years more. 

Last year the company shipped its 
ores to four custom smelters and had 
not only thé matter of smelting rates 
to consider but also the vexatious de- 
lays which are unavoidable in these 
times. Notwithstanding that in 1917 
the average freight charge per ton of 
ore shipped was about $8, the company 
showed the remarkable cost per pound 
of 5.8c. This year costs are bound to 
be higher but as the company’s own 
smelter works into smooth operation 
the savings effected will be consider- 
able. The first unit of the new smelter 
is now going and a second unit should 
start at any time. Last year the com- 
pany produced about 60,000,000 Ibs. of 
copper and it is expected that when the 
new smelter is in full operation that 
the output will be at the rate of 100,- 
000,000 Ibs. annually. 

In all the United Verde Extension 
will have spent $5,000,000 in equipping 
its property and all from earnings. At 
the time of the last annual report net 
quick assets were approximately $11 
per share. 

The stock, at its present dividend 
rate of $3, yields about 8% at a market 
price of 37. An increase in the quar- 
terly distribution at the next meeting 
is confidently expected by many who 
have followed the company closely. 

Development work is proceeding on 
the 1,500, 1,600 and 1,700 foot levels, 
where it is expected that further im- 
portant ore bodies will be uncovered. 

On earnings and prospects United 
Verde Extension does not seem to be 
selling too high. at present. The prop- 
erty is entitled to rank among the best 
grade of copper properties and, while 
its price would doubtless sympathize 
with a general decline, it is the kind of 
stock that the permanent investor 
should welcome an opportunity to buy 
on a dip. 
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Mining Notes 


These notes are a record of recent price-affecting FACTORS, and are not to be regarded 
as RECOMMENDATIONS to purchase or sell 





ALGOMAH MINING—Brings Suit— 
Company and Indiana Mining Co., which 
have shut down their properties, have, along 
with Franklin and North Lake Mining com- 
panies, brought suits in Massachusetts Su- 
perior Court for an aggregate of $460,000 
damages against Stephen R. Dow of Boston 
and Edmon Poulin of Brookline, formerly 
stock-brokers under name of Stephen R. 
Dow & Co., on account of notes alleged to 
have been given by defendants. 


ANACONDA—Production—Copper pro- 
ductions in September amounted to 21,800,- 
000 Ibs. This compares with 24,900,000 Ibs. 
in August, 25,400,000 Ibs in July, 25,800,000 
Ibs. in June, and 28,400,000 Ibs. in May. In 
September of last year output was 2,800,000 
lbs. The production in September a year 
ago was curtailed because of strike of 
miners, the 2,800,000 Ib. total being smallest 
during the strike period. According to 
officials ‘the reduction of 3,100,000 Ibs. in 
production of copper in September, as com- 
pared with August was due almost entirely 
to labor difficulties encountered because of 
activities of the I. W. W. in the mining dis- 
trict of Butte. In completing its option for 
purchase of Walker Copper Co., of Cali- 
fornia, has paid $630,000 for same number 
of shares of the Walker company, which is 
a controlling interest. The stock was 
owned by Plumas Mining Co., of California. 
The purchase is significant inasmuch as it 
indicates that Anaconda is to extend its 
operations to California, and is to engage 
in an aggressive development campaign in 
that State. 


BIG LEDGE COPPER—Double Ship- 
ments—Shipments from Henrietta mine in 
past week averaged more than 100 tons of 
ore per day. This is an increase of nearly 
100%, as shipments previously were run- 
ning at about 60 tons per day. The last 
shipment to smelters averaged better than 
$52 per ton, or considerably above those 
announced earlier this month. In addition 
to shipments from Henrietta mine, com- 
pany has started regular shipments from 
Butternut mine, which are now running at 
rate of more than 5% copper. 


BINGHAM MINES—New Deposit — 
Victoria property in Tintic camp of Utah 
has opened up on 1,050-ft. level what ap- 
pears to be an ore-deposit or chimney of 
notable value. It has not so far been de- 
veloped to a width of over 12 feet. Five 
shipments have been made to the American 
Smelting & Refining plant at Murray, aver- 
aging around $4,000 per car of 53 tons, 
values being mostly in copper with some 
silver. The Victoria is being worked on 


this and deeper levels through mine of 
Eagle & Blue Bell Co., nearly all of whose 
stock is owned by Bingham Co. Though 
Victoria is somewhat smaller in area than 
Eagle & Blue Bell, management believes 
it may yet prove a more valuable producer. 
The neighboring Grand Central has taken 
out rising $300,000 ore from a deposit simi- 
lar to that now being opened on Victoria. 


CONSOLIDATED COPPERMINES — 
Production—August copper production was 
1,357,703 pounds. According to managing 
director, development work in Alpha mine 
continues to be quite satisfactory. On 
1,200 ft. level two new ore bodies have been 
opened up lying to west of main ore shoot 
which has afforded bulk of production on 
this level. New ore has been cut on 1,100 
level to northwest of ore bodies previously 
opened up. A comprehensive plan of de- 
velopment is being followed on both these 
levels for a thorough exploration of entire 
ore bearing zone. On 1,300 ft. level a cross- 
cut is being driven to explore the down- 
ward continuation of ore occuring on levels 
above. 


FEDERAL MINING & SMELTING— 
August Report—Net profit from operations, 
after all deductions, including depreciations 
was $87,243. This compares with profits of 
$98,255 in July, $92,179 in June, $134,874 in 
May, $32,397 in April, and $64,890 in March. 
In February of this year there was an op- 
erating loss of $33,203, and in January loss 
was $59,034. In August of last year net 
profits amounted to $216,430. 


GRANBY CONSOLIDATED — Annual 
Report—Gross for year ended June 30, 1918, 
was $11,344,310, as compared to $12,259,185 
in 1917. Dividends paid in fiscal year was 
$1,500,042, as compared to $1,349,962 in 1917. 


ISLAND CREEK COAL—Preparing for 
Tax Bill—In anticipation of enormous in- 
come and war profits taxes, directors de- 
clared a dividend of $1.50 a share on com- 
mon capital stock, instead of $2.50 a share 
which has been paid in each preceding five 
quarters, anticipating earnings this year of 
appioximately $3,000,000. The directors 
figured that income and war profits taxes 
on basis of. bill would mean approximately 
$1,800,000 and after deducting preferred 
dividends of $300,000 it was deemed the part 
of wisdom to declare at this time $1.50. The 
company is producing coal at the rate of 
2,000,000 tons per annum. It has in its 
treasury $856,950 in Liberty bonds, $700,000 
of treasury certificates, $450,000 of time de- 
posits, and $1,039,000 cash; and its accounts 
payable, approved payrolls and drafts in 
transmit amount to $212,000. Its net quick 
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assets are about $3,500,000, out of which 
must be paid Government taxes. 


ISLE ROYALE —Increased Tonnage— 
Continues to increase its rock tonnage and 
mine is supplying all rock that mill can 
handle working three heads three shifts a 
day. In addition company is shipping a 
large amount of rock to mill at Point Mills, 
in which Isle Royale has a part interest. 


MIAMI—Estimated Earnings—This com- 
pany is this year probably earning above $6 
per share, and, as a top-record copper output 
of 5,374,000 pounds for August attested, has 
been giving an excellent account of itself in 
production. Eventually there will be recov- 
ery of values from 6,000,000-odd tons of car- 
bonate ore if new experimental plant proves 
up to a successful process. The company, 
like Butte & Superior, is embroiled in flota- 
tion-patent litigation with Minerals Separa- 
tion people, and large but undetermined 
damages must be paid to those interests. 


NIPISSING—Development—Report for 
month of August shows company mined ore 
of an estimated value of $250,737, and ship- 
ped products from Nipissing and customs 
ore of an estimated net value of $484,978. 
Some small veins encountered at 73 shaft 
and at 96 tunnel were sufficiently encourag- 
ing to warrant further development. Devel- 
opment on all “town” veins was somewhat 
hampered during months on account of 
aerial tramway line connecting 73 shaft with 
low-grade mill being partly destroyed. Sev- 
eral stores situated underneath tram line 
were consumed by fire. The line was out 
of commission for ten days. During that 
time it was impossible to hoist any ore 
from 73 shaft, and it was necessary to pro- 
vide the low-grade mill with tonnage from 
the township side of lake. The high-grade 
mill treated 98 tons and shipped 462,965 fine 
ounces of silver. The low-grade mill 
treated 6,890 tons. 


NORTH BUTTE—High Production — 
Getting back to a basis of almost 2,000,000 
pounds of copper a month this company 
has attained highest production since prop- 
erty resumed operations last year. In face 
of constantly advancing wage scales and 
a higher smelting and refining charges now 
being paid company with 26-cent copper has 
been able to maintain its dividend rate of 25 
cents quarterly, pay for extraordinary de- 
velopment work and build up its treasury 
position, Development work has been show- 
ing up very encouragingly at great depth. In 
Snowball and Edith May veins good show- 
ing have been encountered down to the 
3,600-foot level, "but no shipments have been 
attempted from any point below the 3,000 
level. Within next few weeks shaft being 


sunk in connection with developing the so- 
called East Side property should have been 


dropped to a depth of 900 feet from which 
point drifting will be started. 


OLD DOMINION COPPER — August 
Output—Outpat in August was 2,064,500 
pounds against 2,533,000 pounds in July. 


PACIFIC TUNGSTEN — Production — 
Output has been sold at $26 per unit of 20 
pounds, or $1.30 per pound. Thirty tons 
of concentrates assaying 70% have been 
sold for $52,500. Production is continuing 
steadily and new ore bodies are being op- 
ened showing between 2 and 3% tungsten. 
The mill should be completed early next 
month, 


SUPERIOR & BOSTON—Development 
—Has begun lateral development on 1200- 
foot level, where management hopes to open 
up rich sulphide ore-values. Recent work 
in vicinity of 600 foot level has disclosed a 
valuable deposit of 6% oxidized ore. Some 
students of Globe camp believe that this 
company, carrying Great Eastern veins, has 
a strategic position of importance in the 
district. 


TEMISKAMING—Production—The pro- 
duction for five months ending May was 
391,367.50 ounces, while ore reserves are 
estimated at 101,498 ounces. During six 
months ending June last considerable de- 
velopment work was carried on. There are 
still on property three unexplored areas in 
which are said to be reasonable possibilities 
of finding commercial ore bodies. It is ten 
years since mine began shipping silver, 
while total shipping production up to end 
of 1917 was 10,837,921 ounces. 


U. S. SMELTING—Estimated Earnings 
—The earnings in first nine months of 1918 
will show approximately $3,674,331 (with 
September earnings estimated) after cre- 
ating reserves amounting to $1,997,413 for 
depreciation, depletion, exploration, Federal 
taxes and other purposes. These earnings 
are at rate of 7% per annum on preferred 
stock plus $6.83 per share for nine months 
on common stock, or at the rate of $9.11 per 
share per annum (18.2%) on common stock. 
Operations have continued with practically 
no interruptions both in this country and 
in Mexico. The output of coal for first 
nine months of 1918, September estimated, 
will show approximately 989,000 tons, an 
increase over corresponding period for year 
1917 of 330,0000 tons, or 50%. This could 
be still further increased but for labor short- 
age. Edwin P. Brown, president of the 
United Shoe Machinery Co., was elected to 
fill a vacancy on board of directors. 


UNITED VERDE EXTENSION—Out- 
put Increased—Produced 5,100,000 pounds of 
copper in August, compared with 4,900,000 
pounds in July. 























Unlisted Security Notes 


These notes are a record of recent price-affecting FACTORS, and are not to be regarded 
as RECOMMENDATIONS to purchase or sell 





AETNA EXPLOSIVES — Quarterly 
Earnings—Profits for the quarter ended 
July 31 were $1,797,596. Total surplus for 
twelve months ended July 31 was $3,773,185. 
As of date of report, 12%% in dividends 
were accumulated on the preferred stock. 
This equalled $640,999. After deducting 
amount from the surplus there remained 
$3,132,186 which was equivalent to about 
$5 a share on the 630,000 shares of common 
stock outstanding. 


CHEVROLET MOTORS — Dividends 
Stopped—There will be no further dividends 
declared on capital stock of this company, 
in view of decision to distribute its holdings 
of General Motors stock to stockholders and 
liquidate company. The amount that stock- 
holders of Chevrolet Co. would have re- 
ceived through the declaration of regular 
quarterly dividend at this time will be made 
up in connection with distribution of Gen- 
eral Motors stock. 


CURTISS AEROPLANE—War Orders 
—War Department tests of SES, an aero- 
plane of fast pursuit and fighting type, have 
proven satisfactory. This machine will be 
built in this country by this company and 
production will commence in October, and 
by November company should be well into 
quantity production. Government experts, 
who have examined trial machine of this 
type, express opinion that it will prove even 
superior to French Spad. The !atter has 
been used with considerable success on. the 
western front for more than a year. The 
SES is patterned much after Spad and is 
equipped with Hispano-Suiza motor. Has 
received some large additional orders for 
flying. boats, on which it will be in quantity 
production sometime next month. The first 
model of the new type is about completed. 


HUPP MOTOR—Report—lIn the fiscal 
year ended June 30, net profits were $836,- 
691, more than nine times the dividend re- 
quirements on the preferred stock at 7%. 
The balance, $745,138, was equal to $1.44 
on the 519,210 common shares. Earnings 
were equal to over 40% on the market price 
of the common. After January 1, the com- 
pany will be engaged in war work and has 
orders which will insure operations at about 
75% of production. 


INTERNATIONAL MOTOR— Voting 
Trust Expired—Voting trustees have given 
notice to holders of voting trust certificates, 


representing preferred and common stock, 
the voting trust having expired. Certificate 
holders are requested to deposit their cer- 
tificates with che Bankers Trust Co., N. Y.., 
so that definite stock certificates may be 
issued. 


REPUBLIC MOTOR TRUCK —Satis- 
factory Earnings—Well in excess of $200,000 
a month. Emphasized that company’s im- 
proved financial status and adjustment of 
operations for filling of Government orders 
for army trucks have been largely respons- 
ible for recovery in company’s business. 
Furthermore, company is discounting all its 
bills, and rapidly strengthening its work- 
ing capital. It is understood that ap- 
plication is to be made for listing of the 
common shares on New York Stock Ex- 
change. 


STEWART-WARNER—Notes __Liqui- 
dated—Remaining notes have been liqui- 
dated, leaving stock free of all debts other 
than usual current accounts. The balance 
sheet as of October 1 will probably show 
net liquid assets of approximately $5,000,000 
and net tangible assets about $75 per share 
on $10,000,000 capital stock, exclusive of 
patents, trade-marks and good-will. More 
than 50% of output is now devoted to Gov- 
ernment work, which is being materially 
increased as volume of regular business is 
being anticipated. 


WRIGHT-MARTIN — Contract — Has 
given the Franklin Automobile Company a 
contract for the manufacture of parts for 
the Hispano-Suiza airplane motor. Busi- 
ness for the company is running at the rate 
of about $50,000,000 a year. With quantity 
production at Long Island City plant, this 
rate will be brought up to about $75,000,000. 


WAYNE STEEL—To Build Plant— 
Plans to establish an open-hearth steel 
plant. Its intention is to first install two 
25-ton basic furnaces and a blooming-mill. 
The company announces that it has secured 
control of United States Horse Shoe Co., 
Erie, and the Canadian Horse Shoe Co., 
Ltd., Hamilton, Ont., through purchase of 
the majority of capital stock of former com- 
pany. The new company has acquired a 
6-acre site adjoining the United States 
Horse Shoe Co.’s plant and plans to supply 
both its affiliated companies with steel for 
manufacture of horse shoes. 
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Present Position of the Market 


The Relation of Recent Price Movement to 
Important Swings of Recent Years 





By THOS. L. SEXSMITH. 





in the latter part of 1914, 

when the world was shaken to 
the very foundations of its usual com- 
placency, first by the threat of war, 
then by the actual outbreak of a world 
war itself, will remember the terrific 
breaks in the prices of active stocks 
during those last few days of fearful 
suspense and final consternation. 

In the market week ending July 30th 
the 50 stock; declined fully eight 
points. Many speculative issues broke 
from ten to twenty points in the same 
period. Finally, to save the market 
from what threatened to be utter de- 
moralization, the Exchange authori- 
ties decided to close the Exchange 
until the situation cleared, and the 
financial community could have time 
in which to take its bearings. It was 
a welcome breathing spell for all those 
who held stocks, but in particular for 
those who had outstanding commit- 
ments on a marginal basis. 


Panic After a Long Decline 

The big break in stocks in the last 
three market days of July, 1914, came 
after two years of bear markets. This 
long declining movement began in the 
fall of 1912, and was interrupted by 
two considerable rallies, one in the fall 
of 1913 and the other around the first 
of the year 1914. After the second 
rally had played out, the market de- 
clined sharply throughout the spring. 
rallied again, but haltingly, for a few 
weeks, then turned exceptionally dull 
after the rally. 

The dulness, which misled many 
good market judges at the time, 
proved to be only the prelude to the 
great smash which was to come later. 


HOSE whose market memory 
Le goes back to the stirring days 


Senseless Selling in 1914 


How little real cause for alarm 
holders of American securities had be- 
cause of the war has since been clearly 
demonstrated by the great bull 
markets of 1915 and 1916, and the 
many bull campaigns in special stocks 
during 1917 and the present year. It 
is quite natural, indeed, that people 
should at times be ruled by feelings 
rather than by facts. Selling out hold- 
ings during a panic which came after 
two years of almost continuous price 
decline can be set down to fear rather 
than to any display of good judgment 
or even.common sense, Far-sighted 
people bought stocks in July, 1914; 
foolish folks threw them overboard for 
anything they could get. 

The low point touched by the 50 
stock averages in 1914 was, in full fig- 
ures, 57; the highest made in 1916 was 
101. The bull swing which began 
with the re-opening of the market in 
December, 1914, came in three great 
waves or swings, culminating respec- 
tively in April, 1915, October of the 
same year, and November, 1916. In 
point of price ground covered the 
second swing was the most spectacu- 
lar, while in point of volume of tran- 
sactions handled the movement which 
made top in November, 1916, was by 
far the most important, being, in fact, 
one of the most notable instances of 
public participation ever known in the 
history of the stock market. 

During the fall of 1916 over forty 
million shares of stock were turned 
over within a period of about six weeks. 
Every market day had more than a 
million shares, and two million share 
days or their equivalent for Saturdays, 
were quite common. 
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Vital Change Takes Place 


All this had but one meaning for 
those of matured market experience. 
It meant that a great change in the 
character of security ownership was 
being effected in the excitement and 
exhilaration of great market activity. 
Those who had waited stubbornly 
throughout two years of rising prices 
before making up their minds to buy, 
suddenly became convinced that the 
time was at last ripe for action. Thou- 
sands, apparently, reached this same 
conclusion at the same time. 

The bear market which followed 
continued until December, 1917. After 
more than a year of declines, average 
prices were again back to the starting 
place at 57, which had not been 
touched since 1914. All the improve- 
ment made in 1915 and 1916 was lost 
in about half the time required to 
make it. 

Since the bottom was reached to- 
wards the end of December, 1917, the 
market has been advancing quite con- 
sistently, with the upward movement 
interrupted now and then by setbacks, 
yet the main upward tendency showed 
no sign of meeting any definite check 
until heavy selling appeared after the 
big advance registered during last 
May. By the middle of May the 50 
stocks had advanced to 74, at which 
point these averages were up 17 points 
from the low, making a little better 
than a recovery of one-third. Stu- 
dents of price movements look for 
some resistance to appear around cer- 
tain relation points. And, true to 
form, the market stopped going up 
soon after reaching one of these points 
in May. 

The reaction which followed the 
May advance was very sharp. It 
amounted to about three points on the 
50 stock averages, while Steel declined 
about 13 points, after making allow- 
ance for the dividend which came off 
at the close of the month. 

Since May the market held for the 
most part steady and strong around 
the high of its recovery. The last 
three weeks of August and the first 
week of September witnessed an im- 
portant attempt to again advance the 


general price level. U. S. Steel, once 
more the market leader, advanced to 
a new high for the recovery since 
leaving the December low. If the 
dividends paid on Steel since it made 
its high point on May 3lst, 1917, had 
been added to the high figure it sold at 
in September last in the rally which 
followed the payment of the August 
dividend, it would have brought Steel 
up to the equivalent of 137%. This 
may be an unusual way to look at the 
matter, yet it is a fact that many 
people who bought Steel in the neigh- 
borhood of the highest prices it sold 
at, have undoubtedly considered the 
situation from a similar viewpoint, 
and have been selling Steel whenever 
it has reached a price high enough 
up to “let them out whole,” after 
allowing for the dividends they have 
received in the meanwhile. What 
has been going on in Steel also holds 
true of many other issues which are 
paying large dividends and which are 
selling below record high prices. 


Advance Checked 


Some important force checked the 
last bull attempt to put the average 
market to the customary “new high” 
made so often during the present year. 
The 50 stocks barely reached the full 
figure 74 on the effort made in Aug- 
ust, yet immediately sold off nearly 
four points after doing so. Volume of 
transactions dropped off sharply on 
this advance as compared with the vol- 
ume during the May movement. As 
this is being written, October 3rd, we 
are witnessing a period of market ex- 
citement and wide fluctuations, but 
average prices have not yet recovered 
to the figure 74 in spite of the appear- 
ance of strength in special issues. 

Peace is evidently in sight. The 
market during the goodly bull moves 
of the present year no doubt discount- 
ed the winning of a victorious peace by 
America and her Allies. Now that 
peace is seen to be a development like- 
ly to occur in the nearby future, the 
market appears to be about to dis- 
count the great readjustments in 
earnings, equities and dividends 
which the condition of peace is bound 
to bring about. 





IMPORTANT DIVIDEND ANNOUNCEMENTS 


To Obtain a Dividend Directly from a Company the Stock Must Be Transfered Into the 
Owner’s Name Before the Date of the Closing of the Company's Books. 
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% Gr North Ry . 


Harb-Wal Refrac, p 
Homestake Min ... 


Indiana Pipe Line. . 
— yr Con ne: 
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Filor, Bullard & Smyth | || PUTS & CALLS 


Members New York Stock Exchange If stock market traders understood 
the advantage derived from the use of 


Investment Securities | |} RUT 2.18 Se youtianien 


— . . PUTS & CALLS place a buyer of 
We invite your inquiry them in position to take advantage of 


Telephone Rector 8300 unforseen happenings. 
The risk is limited to the cost of 


61 BROADWAY, NEW YORK the Put or Call. 


Suptenstogy booklet 14 sent upon request 
orrespondence Invited 


A Rare Opportunity! GEORGE W. BUTLER 


Real Sacrifice! Puts & Calls 


Owner, on account of leaving state, will sacrifice most Guaranteed by Members of New York Stock 
beautiful, high-c entleman’s home, a farm of 150 «xchange 
acres, in the heart of the Catskill Mountains; must be 
sold quickly for about one-third of what it cost; beautiful 20 BROAD ST. NEW YORK 
scenery; healthy location; highest elevation; all modern 
buildings; up-to-date in every respect; furnished through- Phones, Rector 9076-9079 
out; live stock, furniture, all kinds of vehicles, instru- 


live. stock, furniture, “inate 
for particulars io M. Alexander, Room 112,” World Buy Liberty Bonds 

g., New York. 
To Your Utmost 





























If everybody in this country said 


“I'd like to buy more 
Liberty Bonds, but”— 


Who would win this war? 


LIBERTY LOAN BUY BONDS 
Second Federal iis TO YOUR UTMOST 


120 BROADWAY. 
NEW YORK CITY 














This space contributed to winning the war by the 


UNITED STATES INDUSTRIAL ALCOHOL CO. 
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The Value of 
Keeping Posted 


is becoming more and more 
apparent to careful investors. 
Our Service Department will be 
glad to advise with you in regard 
to the outlook for companies 
whose securities you hold. You 
will also find this service valuable 
wher. making purchases. 


Write or call and consult 
our Service Department. 


_ A. Housman & Co. 


20 Broad Street, New York 
Branch Office 
25 West Thirty-third Street 




















Things 


The United States + oy win victori: 

On sea and land; In ~~! banking; 
3; In foreige trade. » can gradually acquire 
dividend paying securities by purchasing 
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The full support of the 


$50—$100—$500! 


subscribers to the 


Fourth Liberty Loan 


will make it a popular success. 
We offer the same facilities to 
small and large subscribers. 


LR -TATROB ROBE 1908 &Co 


111 Broadway New York 











Help Win the Victory 


by buying 
Liberty Bonds 


A.B. Leach & Co., Inc. 


Investment Securities 


62 Cedar St., New York 
105 S. La Salle St., Chicago 


Philadelphia Boston Buffalo Minneapolis 
Baltimore Pittsburg Cleveland Milwaukee 


U. S. Steel Common 


I have prepared a little chart covering 
the fluctuations in this stock from Oc- 
tober 15, 1917, to February 1, 1918, in 
which the holders of Puts and Calls 
cleared from $771 to $946 Net Profit on 
each 100 share Put and Call. 

A Call recommended on 500 shares of 
U. S. Steel Common was closed out on 
May 16, 1918, returning the holder a 
Net Profit of $4,730 on $1,500. 

Puts and Calls enable you to take ad- 
vantage of the fluctuations either way 
with your cost and a at all times 
limited to the dollar while profits are 
unlimited or all that a rise or a decline 
in a stock permits. 

Write for booklet M-W, it explains how 
they operate. Price list and a copy of 
the above chart will be included. 


WM. H. HERBST 


Broker & Dealer in Puts & Calle 
Endorsed by members of the N. Y. Stoch Ez. 
20 Broad &t., N. ¥. City 
Tel. 1007 Rector Estab. since 1898 
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Your Investments 
Insured ? 


You insure life, health and 
property. The present time 
demands that you insure 
every dollar that you have in- 
vested in the past by buying 
the Fourth Loan Bonds NOW 


Spitzer, Rorick & Co. 


Established 1871 
Equitable Bldg., New York 
TOLEDO CHICAGO 














America’s Supergun 


“The Liberty Bond” 
shoots 3,000 miles 


FIRE ONE NOW! 


The National City 


Main Office: National City Bank Building 
Uptown Office: 514 Fifth Avenue 

Correspondent Offices in 31 Cities 

Bonds—Short Term Notes—Acceptances 
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STANDARD 
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SUBSIDIARIES | 


SUBS EN BLOC 


FRACTIONS OLD STOCK 


a 
ISSUES 


For those who desire to keep 
posted on the standard oil stocks 
our Booklet and Weekly Summary 
are indispensable. 


Our Statistical Department is pre- 
pared to give expert advice regard- 
ing investment in these securities. 


CARL H.PFORZHEIMERGCO 


DEALERS IN STANDARD OIL SECURITIES 
25 BROAD ST., NEW YORK 


Phone 4860, 1-2-3-4 Broad 











How Wall Street Works, Thinks and Talks 


This new booklet—veritably a pocket dictionary 
of the Stock Market—contains a fund of useful 
information for the investor or trader who is al- 

ready “in the market,” or 
) who contemplates the buy- 

ing of securities. It out- 
| lines the basic principle 
| and operation of financial 
| and market customs, usages, 
| methods and trading rules 
|| —-describes technical mat- 
| ters in a plain, understand- 
able way—and contains 
| definitions of over 300 
market words, terms and 
| phrases, many of which 
are commonly misunder- 
|| stood by the inexperienced. 
|| The coupon below is for 
your convenience — fill it 

in—mail to our office, 50 

Broad Street, New York— 

and this interesting 64 

page booklet will be sent 

without obligation to you. 


HUGHES & DIER 


Stocks—Grain—Cotton 


{ Phila. Stock Exchange 
Members } Chicago Board of Trade 


50 Broad Street, - New York 


You May 
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REASON NO. 3 





OUR Investment Letter Service Helps to 
Secure a High Income Return and a 
Safe Distribution. 


Many consider the service purely from the investment standpoint—that 
is, getting a high yield, a safe distribution of fuads, and a sound knowledge 
of the value of individual securities. A few representative letters from clients 
touching on this point: 

“I have found your Investment Letter Service of the greatest assistance 
tome in my work Iam handling funds of a friend amounting to over $100,- 
000. My time for studying investment conditions closely is naturally quite 
limited and I took your letter with the idea that some of your suggestions 
would be helpful: and this I have found to be so. It covers ground which the 
ordinary layman would have some difficulty in going into in such detail. I 
was in Wall Street for a number of years, so I am not entirely new at the 
business.” 

“The main value the service has been to me has been in selecting high 
yield, well secured bonds and preferred stocks from the great number avail- 
able which I have not time to analyze.” 

“Your Investment Letter suits me. It is more important to me to buy 
stocks with value behind them than it is to take chances on speculative stocks 
with a possibility of large gains.” 


WHAT IT IS 


The Investment Letter Service is issued by our Analytical Service Bureau and includes: 
(1) A regular weekly letter issued every Saturday. ; 


(2) Special letters issued the day important changes occur, or for the purpose of 
analyzing individual securities more carefully. 


(3) Suggestions in regard to your present holdings. 


_ & eangeen answers to inquiries regarding securities in which you may be 
interested. 


The cost of this new service has been placed so low that no one in any way in- 
terested in security markets can afford to be without it. 


Fill out coupon below and we will be glad to send you a sample of the Investment 
Letter and our new booklet showing how it will help YOU to increase both your income 
and your profits. 


—_——_—— = = om = «= SILL OUT AND MAIL. TODAY 2-2 oO 2-2? -- = 
The Magazine of Wall Street, 42 Broadway, New York City: 

i Send me sample of your new Investment Letter and Booklet describing your new 
Investment Letter Service”—without obligation on my part, expressed or implied. 


CORRE EERE EEE EEE EEE EEE EEE EEE EOE EEE EHH HEE HH! 
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What Are The FACTS? 


Out of the maze of rumors, predictions and irresponsible reports, 
how much is FACT and how much mere fiction or exaggeration? 
How much of what you THINK you know about your securities and 
others in which you are interested, will bear the acid test of expert 
GET THE FACTS—FIRST. 








analysis and examination? 


Some of the companies recently analyzed by our Analytical Serv- 
ice Bureau (but we prepare Reports on all others where facts are 
obtainable) are as follows: 


Keystone Tire—This Company has had a remarkable career. 
Will it share in the general upward movement now prevailing in the 
rubber stocks? Why have the shares advanced, are they worth cur- 
rent prices, and will the advance be carried much further? 


Texas Company—This leader of the oils has had a spectacular 
advance, and its movements are likely to be interesting in the next 


few months. 


A close study of an impartial analysis should enable 


an investor to take advantage of present opportunities, either to buy 


or to realize his present profits. 


What should the investor do? 


Okmulgee Producing & Refining—The shares have fluctuz ed 


between 12 and 2%. 


We consistently advised a sale from 12 down 


to 5, and our subscribers, therefore, should not be losers through the 


decline. 
or more—or less? 


sirable at current low levels? 


AM. HIDE & LEATHER 
_ INTER. AGRICULTURAL 
VIRGINIA CAROLINA 


AM. AGRICULTURAL 
CHEMICAL 


DOBLE-DETROIT 
DIAMOND MATCH CO. 
FULTON MOTOR TRUCK 
BOSTON & MONTANA 
MAXIM MUNITIONS 
UNITED ZINC SMELTING 
WRIGHT-MARTIN 


FORD OF CANADA 
MIDWEST REFINING 
PHILADELPHIA Co. 
TOBACCO PRODUCTS 
TENNESSEE COPPER 
SOUTH PORTO RICO 
PRAIRIE PIPE 
GALENA SIGNAL 
AMERICAN CAN 
COSDEN & CO. 
MICHIGAN BRASS 
SMITH TRUCK 


Has this Company a future, and are the shares worth 2%, 
What should a holder do, and is a purchase de- 


FULTON TRUCK 
U. 8. STEAMSHIP 
AM. LINSEED 
CORN PRODUCTS 
OKLAHOMA 


COM™M. EDISON OF 
CHICAGO 


UNITED MOTORS 
CALIFORNIA PACKING 
GENERAL PETROLEUM 
PAGE DETROIT 

OHIO CITIES GAS 


Many others have recently been put under the microscope of our Analytical 


Service Bureau. 


Write for quotation on any which interest you. 


ANALYTICAL SERVICE BUREAU 


The Magazine of Wall Street 


Oct. 12 


We prepare reports on all important securities at moderate cost. 
Pp P I 


42 Broadway, New York City 
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Tidal Swings 


of the 


Stock Market 


By SCRIBNER BROWNE 
Just from the Press 


There are broad tidal movements 
which affect the market as a whole. No 
investor can afford to remain ignorant 
of the principles controlling them. 


THE RISE AND FALL 


of the market as a whole, over a period 
of months or sometimes a year or more, 
are dependent upon certain general laws. 
“Tidal Swings of the Stock Market” 
explains what these laws are and shows 
how they have operated to produce the 
major market movements since 1902. 


Chapter CONTENTS 
I, What is Meant by Tidal Swings 
II. How pease are Made—Demand and 
y 
Rel cutie between Money and Stocks— 
y Money Rate has Indicated Trend 


Relation between Bonds and Stocks— 
The Major Cycle—Practical Sugges- 
tions 
Relation between the Market and Busi- 
ness Conditions—Measuring Business 
Activity—Conclusions 
Influence of Psychology on the Broad 
Movements of Prices 
Price Movements in Bull and Bear Mar- 
kets—Why the Downward Swing is 
Shorter than the Upward 
What the Volume of Transactions Shows 
—Reactions and Rallies 
Selection of Securities—Bonds or Stocks 
—Classes of Stocks—Prospects of In- 
dividual Companies 
Following the Trend—Construction of 

; Price Graphs 

XI. Some Practical Suggestions—Helps for 
Investors—How to Use Them—Con- 
clusion 


PROFITABLE INVESTMENT 


must always depend largely upon an 
understanding of the Tidal Swings. You 
cannot succeed by thinking only of the 
particular stock in which you are inter- 
ested—you must have a broad view of 
the investment situation. 

To that end, this book will help you 
more than any other. The world’s 
greatest capitalists, bankers and finan- 
ciers spend many thousands of dollars 
for just such information as is treated 
in this book. It will pay YOU to spend 
$1.06 for it. This book is full of vital 
facts and constructive ideas. Order it 
NOW 

Blue Cloth, Gold Lettering 
$1.06 postpaid 
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JUST 
ISSUED 


How 
To Select 
Investments 


A symposium of 
the best ideas of 
five men who have 
made a life study 
of the art of select- 
ing investments. 


THE AUTHORS: 
Frederick Lownhaupt, author of “Investment Bonds,” 
widely used as a text-boo 
G. C. Selden, of the Editorial Staff of The Magazine 
‘The Machinery of Wall 


of Wall Street and author of * 
“Psychology of the Stock 


Street,” “Investing for Profit,’ 
Market,’ etc.; 

George Garr Henry, formerly Vice-President of the 
Guaranty Trust Company; 

William H. Tibbals, now deceased, a member of the 
Salt Lake Stock Exchange and an expert judge of mining 
securities; 

John J. Cushing, formerly Editor of “The Corporation 
Searchlight.” 

The knowledge gained by their years of experience is at 
YOUR command for a trifling sum. Can you afford to be 
without it? 

Chapter CONTENTS 
I. Bondholders are Creditors of the Corporations 
Whose Securities They Own. 
. A Bond Represents a Small Piece of a Lar rger De ebt 
. The Investor Should Diversify His H« 
. As a General Rule the Risk in a a y In- 
creases with the Income 
. The Ultimate Surety of a Bond is in Ample Earning. 
VI. Points for the en nner 
. Characteristics of a Good Investment. 
. Selection of Securities 
How to Analyze Railroad Earnings 
. Some Facts Study of a Railroad Balance Sheet 
Reveals 
. Book Values are no Final Basis for Judgment. 
. Industrial Bonds and Guaranteed Stocks. 
. Industrial Preferred Stocks. 
How to Judge Bond Values. 
V. When to Buy Bonds. 
Legitimate Mining Investments. 
XVII. Mistakes of Investors. 


YOUR MONEY 
may easily be lost by wrong investments; or it 
may be made to increase very slowly by put- 
ting it into a savings bank or into securities 
which lack the elements of growth; OR it can 
be multiplied much more rapidly by a sane, 
conservative selection of securities which have 
prospects for improvement in the future. 
Which method do YOU prefer? 

Don’t invest blindly or by hit-or- miss 
methods. Get the benefit of the experience 
and study of others. ACT TODAY. 

FILL OUT AND MAIL: 





Book Department, 
The Magazine of Wall Street, 
GENTLEMEN: 42 Broadway, New York. 


Send me at once copies of “How to Select 
Investments,” at $1.06 each, postpaid. I enclose 


Name 
Address 
City and State 
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With a Song 
e . 

On His Lips 
A German soldier, walking down 
the main street of Malines singing, 
“drove his bayonet with both hands 
through a living child’s stomach, lift- 
ing the child into the air on his 
bayonet and carrying it away on 
his bayonet, he and his comrades 
still singing.” (4g Bryce Evidence.) 














prevent such grewsome, degenerate crimes 
Tis America that the United States is at war with 

any. To save our wives, daughters and chil- 
dren from a fate far worse than violent death. 

The American Defense Society is a patriotic soci- 
ety which is e fithy the Government to win the war. 
It is ioatns | filthy German propaganda with the 
Pure sunlight of Americanism 


We Need All Loyal Citizens as Members 


We need your aid to carry on effective propaganda 
work. The officers, trustees and thousands of loyal 
members of this Society have given their time gener- 
ously. Now the time has come for other loyal Ameri- 
cans to help. Sit down now. Fill out the coupons and 
mail them, and if you choose send a contribytion pro- 
portionate to your means. 


NOTE: —1¢ you think the atrocity described in this ad 
ment is a remote incident in a great war, send 75c. for a 
copy of the paper covered edition of the most startling book 
of the war, THE CRIMES OF GERMANY. It describes 
many fiendish crimes of German soldiers. It is illustrated 
with reproductions, some from photographs of mutilated vic- 
tims, living and dead. Every atrocity could be proved in any 
civilized court of law by documentary evidence on file in the 
archives of the British, French and Belgian Governments. THE CRIMES OF 
GERMANY created a furore in England, where millions of copies were printed 
and distributed among English troops. 


AMERICAN DEFENSE SOCIETY, Inc. 


National Headquarters—44 East 23rd St., New York 


Serve at the Front or Serve at Home 


Y PRESIDENT 
HON. THEODORE ROOSEVELT, £x-President, United States 
HONORARY VICE-PRESIDENTS 

HON; DAVID JAYNE HILL, Ex-A mbassador to Germany 
HON. ROBER Loa a Ex-A mbassador to France 
HON. bY BEL Vice-President Navy League 

HON, CHARLES ‘ MON APARTE, Bx-Attorney General, U.S. 
JOHN out ER 2 BEN, LL.D., "President Princeton University 
HENRY B. JOY, E-x-President Lincoln Highway Ass'n 
HON. CHARLES S. FAIRCHILD, £x-Secretary of the Treasury 
EXECUTIVE OFFICERS 





on. ARLES orewant DAVISON, Chairman Board of Trustees 








NRY C. QUINBY, ‘Chairman Executive Commmnitis 
WILLIAM GUGGENHEIM, _ Gate f Publicat ittee 
ROBERT APPLETON. - . > — 
. CRAIG, -_ - = - Secretary 
GEORGE GARNER, - — Washington News Bureau 
American Defense Society, Inc, Fill In the Coupons—Don’t Delay - 
———EEEE 


44 East 23rd St., N. Y. 191 

Ph Ll member of the Ameri Defense ? 
Pie cn mom enter Sn etn Geta JOIN NOW! 
Membership—to the order of And ask ten friends to do the same—It is a patriotic work 








ROBERT meen ey Treasurer. 
$5.00, Sustaining Membershi $10.00, Subscribing 
Membersh’ ships bees +7 os —  _cmemae You may enroll me as a member of one of the following Committees, and 
Certificate of M : fete jety Button and Hand I will render such service as I can to make this activity a success: 
Book will be mailed from Headquarters. German Goods Boycott C German Language in the Schools 
Name Crimes of Germany 0 Membership O 
Address 9 ___. Cay German Language Newspaper ©) Publication 0 

















This Advertisement designed and executed by the Ethridge Association of Artists 
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“‘What Every Investor 
Ought to Know’’ 


By Robert L. Smitley 


The author of this book was formerly a member 
of the New York Stock Exchange and has had a 
lifetime of experience in investment lines. He 
knows what kind of information the average in- 
vestor needs and he wrote this book to give that 
information. 


An inexhaustible fund of money-saving 
and money-maki information. An- 
swers hundreds of questions that you 
have asked yourself, and hundreds more 
that you would have asked if you had 
thought of them. 


DO YOU KNOW— 
' How to protect those dependent upon you from 
oss? 
How bonds are underwritten, and what it 
means to the investor? 
How to read and understand a bond circular? 
_The meaning of the terms used in describing 
different kinds of securities? 
How to gauge the value of new promotions? 
How to distribute an investment for the great- 
est safety? 
How to keep records of your investments? 
What books to read to gain a therough knowl- 
edge of the investment business? 
he pitfalls of investment and how to avoid 
them? 
_ If you do not know these and hundreds of other 
similar things, can you afford to remain in igno- 
rance of them? 
Ignorance May Be Bliss— 
about some things, but not about where and how 
are going to place your money. You need the best 
and most practical information. 
ne FJLL OUT AND MAIL enn 
Book Department, 
The Magazine of Wall Street, 
42 Broadway, New York 
Gopriauen: 
end me postpaid at once.......... Copies o 
“What Every Investor Ought to Know,” at 41.86 
each, postpaid. 


ED hp ivtinvscectennctcbsnsenscsectebennt ee 
Chie: GE Ga cae iwcsccncecavesddeotbcsdecess 
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DIVIDEND NOTICES 


(Massachusetts Corporation) 
QUARTERLY DIVIDENDS 
Notice is hereby given that the regular quarterly 
dividends of One liar and Seventy-Five Cents 
175) per share on the Preferred Stock and One 
the 





and Twenty-Five Cents ($1.25) share on 
Common Stock of this Company will be paid on 
Oct. 15, 1918, to stockholders of record Sept. 16, 1918. 
Transfer books will be closed at the close of busi- 
ness Sept. 16, 1918, and will be re-opened at the 
opening of business Sept. 27, 1918. 
WM. H. DWELLY, Treasurer 


Boston, Mass., Sept. 4, 1918. 





INTERNATIONAL PAPER COMPANY 
New York, September 25, 1918. 
The Board of Directors have declared a regular 
quarterly dividend of one and one-half per cent. 
(14%) on the preferred capital stock of this Com- 
pany, payable October 15th, 1918, to preferred stock- 
holders of record at the close of business October 
7th, 1918. 
OWEN SHEPHERD, Treasurer. 








Midvale Steel and Ordnance Company 


DIVIDEND NO. 8 


At a meeting of the Board of Directors of Midvale 
Steel and Ordnance Company, held be mone Octo- 
ber 2nd, 1918, a quarterly dividend of one dollar and 
fifty cents ($1.50) per share was declared, payable 
November Ist, 1918, to stockholders of record at close 
of business October 15th, 1918. 

Books will remain open. 


“WM. B. DICKSON, Treasurer. 





United Drug Company 
First Preferred Stock Dividend No. 11 


The Directors of United Drug Co. have 
declared a regular quarterly dividend of 
14% on the first preferred stock of United 
Drug Co., payable November 1, 1918, to 
stockholders of record October 15, 1918. 

JAMES C. McCORMICK, Treasurer. 

Boston, September 23, 1918. 





INSPIRATION CONSOLIDATED COPPER CO. 


The Directors have this day declared a 
dividend of $2.00 per share, payable Mon- 
day, October 28, 918, to stockholders of 
record at 3:00 o'clock P. M. Friday, Octo- 
ber 11, 1918. J. W. ALLEN, Treasurer. 

New York, N. Y., Sept. 26, 1918. 
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“COMMON SENSE 'IN 
STOCK SPECULATION” 


Contains invaluable suggestions, logical 
and practical methods for stock invest- 
ment and speculation, including a unique 
trading method which helps to minimize 
the chance of losses. Price 30c postpaid 
MAGAZINE OF WALL STREET 
42 Broadway New York City, N. Y. 
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Hesitate ? 


Hesitate? 


Not one second! 


Buy bonds to your limit! aria 


Did the pioneer fathers of this great 
country of ours hesitate when they 
blazed a trail for the march of 
American civilization ? 


Did the farmer boys at Lexington 
stop to ask the reason why? 


When the Union was tottering 
on the brink, though the kindly 
heart of Lincoln was breaking, he 
did not hesitate to seal the safety 
of America’s future with the life 
blood of her sons. 


Dare you hesitate today when 
every moment’s delay in the 
manufacture and transportation of 
food, clothing, medicines and the 
munitions of war which mean 
Victory on the firing line must be 
paid for in the flesh and blood of 
our best young manhood ? 

















LIBERTY LOAN COMMITTEE 
Second Federal Reserve District 
120 BROADWAY, NEW YORK CITY 


THIS SPACE CONTRIBUTED BY 
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PERMANENT 
MONTHLY INCOME 


of $25 
may be had for 
zbout $3,750 
Invested in 50 shares of 


CITIES SERVICE 
PREFERRED STOCK 


Cities Service Company is one of the 
largest and strongest Oil and Public 
Utility Organizations in America. Its 
securities afford a maximum of stability. 
Monthly Dividends 
Monthly Earnings | 
Statements 
Write for Circular 1-90 





Henry L. Doherty & Company | 


50 WALL STREET, NEW YORK 
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U. S. BONDS 


Low Prices 


1861 . &3 
1862 . 871 
1863 - 91% 
184 .102 
1865 .103% 
hs ¢ 64x 00nnesend .103% 
Pe wc occcceseanseconees 106% 
1868. . 108% 
e648 0seeenseseacaes 109 
Pees evcecoccecnneeeandes 113 
Pies oseeuseconestueess 110% 
Bs wccessenseoensecese 114% 
Di ecssessuvesowangendé 111% 
Bees occccanesveseebheanan 116% 
a err. Te 118% 


LIBERTY BONDS 
ARE BARGAINS 


# \ 
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“Government Financing” 


Responsible Citizenship Is Entitled To 
Reliable Information 


We have prepare.. a brief treatise on 

the above subject, which by the method 

of questions and answers discusses: 

1. How our ova country has financed its 
past wars 

2. How the pr icipal European belligerents 
are financicy the present war. 


The relationship between bond issues 
and taxation. 





4. A constructive criticism of the present 
law 


Adoption of the national budget system. 


This booklet will be sent to you upon 
request. Address Department A-15 


Metropolitan 
Trust eat 


OF THE CITY OF NEW YORK 
60 Wall St. 716 Fifth Ave. 


Member Feceral Reserve System 
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UNDERWOOD 
TYPEWRITERS 


for 


IMMEDIATE 
DELIVERY 


LINCOLN REBUILT — Underwool type- 
writers in all models, sizes, and types 
ready for INSTANT delivery any where. 


REBUILT TYPEWRITERS 
OF ALL MAKES 


such as Remingtons, Royals, L. C. Smith's 
Monarchs, etc., always on hand at popu- 
lar prices 

REBUILDING of your old typewriters our 
specialty Machines loaned while under- 
going repairs. 
HIGHEST REFERENCES 

Typewriters Bought 


Lincoln Typewriter Co. 


335 BROADWAY, NEW YORK. 3: S.A. 
Telephone Franklin 648. 


BUY LIBERTY BONDS 


TO YOUR UTMOST 
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rY tional term for Desk Lamp” 


at 


EING scientifically constructed, the Emeralite is adding years of 

usefulness to the business eyes of the nation. Eliminates eye 
strain by casting an even, clear light over your work, while the green 
glass shade provides natural restfulness for the eyes. If you value 
your eyes, invest in an Emeralite. Lends distinction to your office 
(or your home) and lasts a lifetime. Adjustable shade, many styles. 
Look for the name Emeralite—original and best. 


After Business Hours Use Emeralite, Jr. 


Carry the Emeralite principle into your home. At 
your chair, over your bed, on the wall—wherever you 
need light, take Emeralite, Jr., Shade Tilts. Base 
clamps to chair or bed, or hangs on wall. Worth 
double its cost—five dollars and up. 


EX jy 


Emeralite Desk Lamps are standard equipment in 
Federal, Banking and Business offices. 


At dealers—or write us for interest- 


ing booklet ‘‘Be Kind To Your Eyes.’’ 
H. G. McFADDIN & CO., 42 Warren Street, New York 
If It’s An Emeralite It’s Scientifically Right. 
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